ITM 


Ue, ‘A otter ) iv . BEAN As 


3 1761 12062810 2 


SUBMISSION TO THE 


ROYAL COMMISSION ON ENERGY 


BY 


UNION GAS COMPANY OF CANADA, LIMITED 
AND ITS SUBSIDIARIES 


JULY 1958 


ANNUAL, REPORTS AND PROSPECTUSES 
OF UNION GAS COMPANY OF CANADA, LIMITED 
AND ITS SUBSIDIARIES 


Submission To The 


ROYAL COMMISSION ON ENERGY 


By 


Union Gas Company of Canada, Limited 
and its Subsidiaries 


July 1958 


eee UE nEINAn NR SnRE EE REORReReneEnnna 


Annual Reports and Prospectuses 
of Union Gas Company of Canada, Limited 
and its Subsidiaries 


cg 


Digitized by the Internet Archive 
In 2024 with funding from 
University of Toronto 


https://archive.org/details/31/761120628102 


UNION GAS COMPANY OF CANADA, LIMITED 


Table of Contents 


Annual Report to Shareholders of Union 
Gas Company of Canada, Limited, for 
fiscal year ended March 31, 1958 


Prospectus dated June 12, 1958, respecting 
issue of $12,500,000 par value First Mortgage 
Bonds, Series B, of Union Gas Company of 
Canada, Limited 


Prospectus dated January 15, 1958, respecting 
issue of $20,000,000 par value First Mortgage 
Bonds of Ontario Natural Gas Storage and 
Pipelines Limited 


Annual Report to Shareholders of United Fuel 
Investments, Limited, for fiscal year 
ended March 31, 1958 


Prospectus dated March 24, 1958, respecting 
issue of $6,500,000 par value First Mortgage 
Bonds of United Gas Limited 


Tab 


GUSTING ,MIARAD 


eduedise) So. eset 


notin ‘te sxebledersd a3 or Kaede” 

=0't bes ih ii abated to warsgura) ord 7 - : 

: at ; 
A Decl fF devs bebae tee% feos ; 

| ; ite § 

ns eee _ 4 

nattoouset .f2OL Sh sab beste: wsosgeord | a ae 

syaytsoM dexit sulov cag OOD 00c 5 fd *o sue ed Ry os . 

to Yas) oat) soba To ,E a9ired .shoot . 

bes fa kl aban 


. o- 


ve 
ie 


miitvotaox ,SPGl ZL vrenel Sete steeqeort 
magorot davtt euler sat 000,000 .05t to avast © 
= Loe seancde sel Lede obtagnO to ebaod pw 
a betitd ssotfegt nas 


fog? Latin "bo sawblorfetadeo¢ drogen Landa 
seey Lnoelt ae? \botimht .aduen@aeral _ 
< Geer LF covet babs 


yore AS dove betel astoegsorT 
saan lioM gexth sileav sex 000,008 ech tO steak |) 
a Be thebt ea) Satta Yo afoot  \ 


q™ 
al 
- 


a 


ahi a ek. 


vy 


Annual Kep ort 


for the year 


March 31. 1058 


UNION GNO COMPANY OF CANADA, LIMITED 


UNION Es COMPANY OF CANADA, LIMITED 


HEAD OFFICE, CHATHAM, ONTARIO 


The Company and its subsidiaries are engaged in purchasing, producing, storing, transmit- 
ting and distributing natural gas in numerous municipalities in Southwestern Ontario. 


SUBSIDIARY 
COMPANIES 


WHOLLY-OWNED 


City Gas Company oF LONDON: 


Distributing natural gas in the City of London, Ontario, 
and in the Townships of London and Westminster. 


Ontario NaturaL Gas SToRAGE AND PIPELINES LimITED: 
Purchasing, storing and transmitting natural gas; selling 
natural gas to utility companies and commissions for resale, 
and transmitting and storing gas for other utility companies. 


PARTIALLY OWNED 


Unitep Furs. InNvestTMEnts, LiMiTED: 


A holding company with the following wholly-owned subsidiaries : 


Hamitton By Propuct Coxe Ovens, Limirep: 
Manufacturing coke and related by-products. 


Unirep Gas Limirep (formerly United Gas and Fuel 
Company of Hamilton, Limited): 
Distributing gas in Hamilton, Ontario. 


Unitep SUBURBAN Gas Company, LIMITED: 


Distributing gas in Oakville, Burlington, Dundas, Milton, 
Georgetown, Acton, Bronte, Waterdown and_ other 
territory adjacent to Hamilton, Ontario. 


* * * 


By Supplementary Letters Patent dated March 10, 1958, 
the name of United Gas and Fuel Company of Hamilton, 
Limited was changed to United Gas Limited. 


As of April 11, 1958, United Suburban Gas Company, 

Limited became a wholly-owned subsidiary of United Gas 

Limited. 

* * * 

Union Gas Company of Canada, Limited owns 89,902 of the 
outstanding 90,000 common shares of no par value (the voting 
stock) of United Fuel Investments, Limited. In addition to 
the common shares United Fuel Investments, Limited has 
outstanding 90,000 class “A” 6% cumulative redeemable pre- 
ferred shares, par value $50 each and 69,689 class “B” non- 
cumulative preferred shares, par value $25 each, of which 
preferred shares none is owned by Union Gas Company of 
Canada, Limited. 
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UNION Es COMPANY OF CANADA, LIMITED 


HEAD OFFICE, CHATHAM, ONTARIO 


May 20, 1958 


To THE SHAREHOLDERS OF 
Unton Gas Company or CANADA, LIMITED: 


The members of the Board of Directors were saddened by the death on November 28, 
1957 of Mr. W. J. K. Vanston who had served as a Director of the Company since 1924 
and was a member of the Finance Committee of the Board. His advice and counsel on 
policies pertaining to the operations of the Company and its subsidiaries were highly valued 
by his fellow Directors. His pleasing personality will long be remembered by those of us 
with whom he had been associated. 


The accompanying report, submitted on behalf of the Board of Directors, outlines in 
some detail the results of operations of the Company for the fiscal year ended March 31, 
1958 and the plans for further expansion of the Company’s operations and properties. 


The past year was another of continued progress in extending facilities and service to 
many new areas and customers, of developing new markets for gas and of laying plans for 
further expansion and improvement of service in the coming months. 


Important highlights of the year, referred to in more detail in the Report, may be 
briefly summarized as follows: 

+ Consolidated net earnings of the Company and its wholly-owned subsidiaries 
for the fiscal year ended March 31, 1958 were $2,561,099 equal to $2.90 per 
share on the outstanding 882,750 shares. This compares with net earnings of 
$2,359,836 for the previous fiscal year or $3.34 per share on the 706,199 shares 
outstanding at March 31, 1957. Based on the 882,750 shares presently out- 
standing, earnings for the fiscal year ended March 31, 1957 would have been 
$2.67 per share. 

« The volume of gas sales reached a new high record of 17.5 billion cubic feet, an 
increase of 2.3 billion cubic feet over sales of the previous fiscal year. 

There were 109,953 meters on the lines at March 31, 1958, an increase of 11,281 
during the year. 

+ A 26 inch diameter gas transmission line extending from the Lambton County 
gas storage area to a point near Oakville, Ontario, a distance of some 142 miles, 
was completed and placed in service in December, 1957. 

Negotiations were completed whereby on April 15, 1958 Union Gas Company of 
Canada, Limited acquired the major portion of the natural gas properties of 
Dominion Natural Gas Company, Limited. That company was an integrated 
company purchasing, producing, transmitting and distributing natural gas in an 
extensive area of Southwestern Ontario lying generally southerly and easterly 
of the territory served by Union Gas Company. 


* The Company obtained $9,775,000 equity capital by the sale of 176,551 shares 
of common stock through a rights offering to shareholders, while its wholly- 
owned subsidiary, Ontario Natural Gas Storage and Pipelines Limited sold 
$20,000,000 par value 514% first mortgage sinking fund bonds due January 15, 
1978. 


Plans were developed for further expansion of the Company’s facilities in existing 
markets and through extensions into additional markets. 


The attached Report of the Board of Directors includes financial and operating statistics 
for each fiscal year of the five year period ended March 31, 1958 and a system map of the 
Company and its subsidiaries. Accompanying the Report are the annual financial state- 
ments of the Company consolidated with its wholly-owned subsidiaries and comprising the 
Consolidated Balance Sheet, Consolidated Statement of Profit and Loss and Consolidated 
Statement of Accumulated Earnings Retained for use in the Business relative to the fiscal 
year ended March 31, 1958, with comparisons for the prior fiscal year and also the 
Auditors’ Report thereon. 


In order to make the shares of the Company more readily available to a larger number 
of investors, the Directors consider it advisable to subdivide each of the Company’s shares, 
issued and unissued, into five shares and to increase the authorized capital. The Annual 
General Meeting of Shareholders, which will be held in Chatham, Ontario, on Thursday, 
June 19, 1958, is also being called as a Special General Meeting to consider and, if thought 
fit, confirm a special resolution which has been passed by the Board of Directors authorizing 
an application for Supplementary Letters Patent subdividing the 1,000,000 authorized 
shares in the capital of the Company into 5,000,000 shares and increasing the authorized 
capital to 6,000,000 shares without par value. 


The active interest of shareholders in the affairs of the Company is always welcomed 
by the Directors and Management and it is my sincere hope that all shareholders who are 
able to do so will attend the meeting and take part in the discussions on the current and 
planned future expanded operations of the Company. 


Yours sincerely, 


Srauitgr 


President. 


Limited on 


tion on plans for further expansion of the Company’s operations and 


REPORT OF THE DI 
To the Shareholders of Union Gas Company of Canada, 
operations for the fiscal year ended March 31, 1958 and including informa- 


properties. 


Consolidated results of system operations of the Company and its wholly-owned 
subsidiaries for the Fiscal Year ended March 31, 1958 were as follows: 


Increase 
compared with 


fiscal year ended 


March 31, 1957 


$ 2,055,697 
255,286 


Grossrevenue from gassales , ) 9. 9; 5 2 8 3 2 8 2 = = $16,871,786 
Interest and other income Te te ee ae Ve ee ee ee a 627,122 
Dividend of $1.00 per share received on investment in United Fuel Invest- 
ments, Limited common shares LO See PT Re ys 89,902 
Tora INCOME oe ee ee re ee Ee ECan ae ee $17,588,810 


$ 2,310,983 


Operating and maintenance costs (exclusive of depreciation, interest costs 


and income taxes) SoS ee Sa ee ee ee ee ee: — $10,816,807 $ 1,060,278 
Provision for depreciation “test: Da ee OL Bae Oe: 1,072,366 225,226 
Interest on bonds, debentures and bank loans and other funded debt charges. 675,538 215,216 

Torau Costs exclusive of income taxes RS Bat aan eerie was $12,564,711 $ 1,500,720 
Prova Sto eon ewes, CC Ct 8 5,024,099 $ 810,263 
Estimated income taxes... ye ee eee ae 2,463,000 609,000 
Net profit for the year Tee ee, are: See feet $ 2,561,099 $ 201,263 
Net profit per share on 882,750 shares outstanding =. © ss $2.90 $0. 23 
DivipeNbs DecuaAaRED—ToraL AMOUNT Ae rae a ee eee $ 1,411,503 $ 422,824 

PER SHARE Sev PE oy eee ee An $1.60 


Meters on Lines 


THOUSANDS 


1955 | 1957 
FISCAL YEARS ENDED MARCH 31 


1 
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| 


1958 


GAS SALES 


At March 31, 1958 a total of 109,953 customers 
were being served, an increase of 11,281, or 11.4%, 
during the year. This increase was attributed par- 
tially to the extension of natural gas service to 
additional municipalities in the latter part of the 
year but mainly to adding new customers in existing 
markets of the Company. 

The volume of gas sold was 15.0% greater than 
for the fiscal year ended March 31, 1957 and as a 
result gross revenue from gas sales at $16,871,786 
was higher by 13.9%. 
panying summary of Gas Sales Volume and Gross 


As indicated in the accom- 


Revenue all classifications of sales showed increases 
in volume and value. 


Although the average temperatures prevailing 
throughout the fiscal year ended March 31, 1958 
were almost the same as those for the prior year, the 
average consumption of gas per residential customer 
increased from 105.6 M.C.F. (thousand cubic feet) 
to 110.8 M.C.F., while the average consumption per 
commercial account increased from 223.2 M.C.F. 
to 245.9 M.C.F. This higher average consumption 
per customer reflects a continuance of the increasing 
use of natural gas in the average home and commer- 
cial establishment, particularly for space heating 
purposes, which has been experienced over the past 


several years. 


GAS SALES VOLUME AND GROSS REVENUE 


VoLUME IN THOUSANDS OF CuBIC FEET 


REVENUE IN DoLuars 


Jo over 


Year to % % over Year to No q 
March 31, 0 previous March 31, of previous 
1958 Total year 1958 Total year 
CLASs OF CUSTOMERS 
Residential...... 10,280,844 58.8 12.9) $11,157,191 66.1 WP), 
Commercial..... 2,324,808 1353 16.6 2,374,335 14.1 16.0 
Industrial....... 2,496,245 14.3 9.0 2,123,773 12.6 9.7 
Other gas com- 
panies for resale. 2,374,482 13-6 BO). 7 1,216,487  @ BD 
QUO RNG Fete Ohote 17,476,379 100.0 15.0 $16,871,786 100.0 13.9 


With adequate supplies of gas now available to 
the Company, sales promotion efforts are being 
vigorously directed to increased unit sales of modern, 
automatic gas appliances and equipment through 
the Company’s direct sales outlets and through 
dealers. The advertising and sales promotion pro- 
gram, much of which is carried on in co-operation 
with appliance manufacturers, is conducted in a 
manner to encourage dealer as well as Company 
appliance sales and emphasizes the advantages of 
modern gas appliances and equipment in automatic 
control, cleanliness and economy of operation. 


SALES PROMOTION 


Home Service Department Personnel advise 
customers on gas kitchen design and apphance use; 
trained Company personnel encourage architects 
and contractors to include gas appliances and equip- 
ment in their plans and projects; to ensure high 
standards of safety and operating economy schools 
are maintained to train Company personnel, appli- 
ance dealers and plumbing and heating contractors 
in proper methods of installing and servicing gas 
equipment. The services of trained personnel are 
available to advise on the advantages and proper 
use of gas for industrial and commercial applications. 


Operating and maintenance costs of $10,816,807 
during the fiscal year ended March 31, 1958 were 
$1,060,278, or 10.9%, greater than for the previous 
year. This increase in costs is attributable to the 
following: 


Increase in cost of gas sold (exclusive 


of development costs)... . $ 727,786 


Decrease in natural gas development 


COSTS mepete conten CW ena neon ecrer ne 166,530 
Increase in storage, transmission and 

Gig OMORUKOIM CORE oo aso cad euoonet 341,873 
Increase in promotional, office, clerical, 

general and administrative costs... 144,505 
Increase in employees’ pension costs.. 12,644 


$1,060,278 


The cost of larger volumes of gas required to 
meet the growth in sales; the operation and main- 
tenance of more extensive plant facilities; the need 
for more clerical and administrative staff to ade- 
quately serve the constantly increasing number of 
customers and generally increased costs of doing 
business were all contributing factors to these 
higher costs. 

During the year $388,438 was expended on 
natural gas development. Of this amount $171,732 
was spent on productive wells and charged to 


CO> US saa ae 


property account. The balance of $216,706 having 
been incurred on costs not directly attributable to 
the completion of producing wells was written off to 
Profit and Loss Account. This charge to Profit and 
Loss Account was $166,530 less than for the prior 
year. 

Provisions for depreciation were made on the 
same basis as for the prior fiscal year but because of 
the need to provide for depreciation on the very 
substantial property additions made during the year, 
the charge to Profit and Loss Account for this pur- 
pose increased $225,226. 

Interest on funded and other debt costs during 
the year ended March 31, 1958 include interest for a 
full year on $8,000,000 par value 534% debentures 
issued by the Company in January, 1957 and for 
approximately two months on $20,000,000 par value 
514% first mortgage bonds issued by Ontario Natural 
Gas Storage and Pipelines Limited late in January, 
1958. There was also a substantial increase in 
interest on bank loans incurred to finance the con- 
struction program pending the sale of debt securities. 
As a result, and after charging $381,089 to property 
account for interest during construction, the charge 
to Profit and Loss for interest on borrowings and 
other debt costs for the year was higher by $215,216. 


A number of Distribution System Extensions were made during the year. 


FINANCIAL POSITION 


Consolidated working capital of the Company at March 31, 
$5,342,433, during the year. 
capital during the fiscal year ended March 31, 1958: 

Receipts OF WorKING CAPITAL: 
Gross proceeds from sale of 176,551 additional shares in the capital stock 
of the Company 
Gross proceeds from sale of cine nnorteage bonds OE Ontario Natural ‘Cas 
Storage and Pipelines Limited—Initial series 
Net earnings for the year as shown on statement of profil and les: 

Add back: Amounts charged to earnings for depreciation and amortization 

which did not represent an outlay 

Reduction in income taxes payable resulting from Claiming for ee purpose s 

capital cost allowances and drilling expenditures on productive wells, 11 

an amount greater than the depreciation recorded in the accounts 


Deposit held under gas exchange agreement oe 
Reduction of provision for prior years’ income taxes as a result of ecomen 
credited to accumulated earnings retained for use in the business 


Total working capital made available 


DISBURSEMENTS OF WoRKING CAPITAL: 
Gross expenditure on property account, less salvage 
Increase in base pressure gas in underground storage 


Cost of gas dedicated to, or delivered under, gas exchange agreement 
Dividends declared—$1.60 per share 

Funded debt issue expenses 
Provision for sinking fund payment due Mar ot 1, 1959 on inc CUESTA Tine Prova, 
Increase in inventory of stores and spare equipment 

Capital stock issue expenses, net 

Net increase in deferred and other assets 


Resulting in an increase in consolidated working capital during the year of 
Consolidated working capital at beginning of year 


Consolidated working capital at end of year 
Gross Property Account at Year End 


(INCLUDING BASE PRESSURE STORAGE GAS) 
MILLIONS OF DOLLARS 


1950 1951 1952 1953 1954 1955 1956 1957 1958 
FISCAL YEARS ENDED MARCH. 31 


1949 


“I 


$ 2,561,099 


1,175,572 


445,366 


$25,888,734 
476,920 


$26, 365, 654 


1,646,476 
1,411,508 
478,005 
450,000 
384,797 
86,536 
77,144 


1958 was $11,645,530, an increase of 
The following summary indicates the receipts and disbursements of working 


$ 9,774,511 


20,000,000 


4,182,037 
2,106,000 
180,000 
$36,242,548 


30,900,115 


$ 5,342,433 
6,303,097 


$11,645,530 


PROPERTY ACCOUNT: 

Total Property Account expenditures during the 
year, net of salvage, were $25,888,734, and consisted 
of the following: 


Onrarto NATURAL GAS STORAGE: 
Construction of 142 miles of 26” 
diameter transmission pipeline from 
the Lambton County storage area 
to a point near Oakville, Ontario, 
including branch lines into several 
municipalities en route and the cost 
of ancillary equipment, gas storage 
AXCUMHES: CiGs. <5 0 onuenpeeedonsase 

Union Gas Company anpb City Gas 

Company OF LONDON: 

Additions and extensions to gas 
distribution systems............. $ 5,083,638 
Additions to sundry natural gas 
production and transmission plant 
and general equipment, including 
cost of producing wells drilled. . . 


$19,605,130 


690,931 


$ 5,774,569 
Replacement of natural gas produc- 
tion, transmission and distribution 


plant and general plant items. . 509,035 


= 6,283,604 
Net expenditures on property account 
exclusive of cost of base pressure gas 
in underground storage held to 
maintain operating well head 
PLSSSULCMpaae ere simere ene aasehe ae $25,888,734 


The increasing volumes of gas being transmitted 
and stored by the Company and the necessity to 
make larger volumes of gas available on days of 
peak demand on the system made it necessary to 
increase the volume of base pressure gas in under- 
ground storage held to maintain operating well head 
pressure. Accordingly, during the year a portion of 
the gas in underground storage held for current sale 
valued at $476,920, was transferred to property 
account as base pressure gas. 

Gross property account, including base pressure 
gas, and after allowing for retirements and disposals, 
increased during the year by $25,903,440 and at 
March 31, 1958 amounted to $63,786,577. 


NEW FUNDS: 

The Company offered to shareholders of record 
at the close of business on May 23, 1957, the right 
to subscribe for, at the price of $55 per share, one 
additional share in its capital stock for each four 
shares then held. The offering, which resulted in 
the issue of an additional 176,551 shares, was under- 
written and the gross proceeds thereof amounted to 
$9,774,511. Of the proceeds of this issue $9,500,000 
was expended on the purchase of 475,000 shares 
without any nominal or par value in the capital stock 
of Ontario Natural Gas Storage and Pipelines 
Limited, a wholly-owned subsidiary of the Company. 

As of January 15, 1958, Ontario Natural Gas 
Storage and Pipelines Limited sold $20,000,000 par 


value of its 514% first mortgage sinking fund bonds 
due January 15, 1978. The funds obtained from 
this issue together with cash received through a 
capital stock subscription by Union Gas Company 
and to be received from operations, will provide 
Ontario Natural Gas Storage and Pipelines Limited 
with sufficient funds to complete its presently 
planned construction program. 

Total capitalization of the Company and _ its 
wholly-owned subsidiaries as at March 31, 1958 was 
as follows: 

Per cent 
of total 
$33,851,724 50% 
33,900,000 50% 


Shareholders’ equity, including accumu- 
lated earnings retained for use in the 
business . 

Fundedidebteesesse: 


Total capitalization $67,751,724 100% 


DIVIDENDS: 

During the year, four quarterly dividends of 
$0.40 per share were declared payable on August 1, 
1957, November 1, 1957, February 1, 1958, and 
May 1, 1958. On May 20, 1958, your Directors 
declared a quarterly dividend of $0.40 per share 
payable on August 1, 1958, to shareholders of 
record July 4, 1958. 


GAS STORAGE OPERATIONS 


PLACED IN STORAGE WITHDRAWN FROM STORAGE === 


PURCHASED IN PLACE 


BILLIONS OF CUBIC FEET 


BALANCE IN STORAGE 
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FISCAL YEARS ENDED MARCH 31 


The steady growth and expansion of the Com- 
pany has resulted in a continuing increase in the 
number of regular employees. As at March 31, 
1958 there were 939 regular employees on the pay- 
rolls, an increase of 109 during the year. Wages 
and salaries paid by the Company during the past 
year to all employees, including those employed on 
a temporary basis during the construction season, 
amounted to $4,077,211, an increase of $472,621 
over the previous year. In addition the Company 
contributed $441,963 to the pension and group 
insurance plans maintained for regular employees 
and to which the employees enrolled in the plans also 
contribute. 


Educational and training programs, designed to 
keep employees informed on Company policies and 
to better equip them to perform their duties and 
meet their responsibilities, were continued through- 
out the year. 
these programs with keen interest. 


Employees attend and participate in 


The sincere appreciation of the Board of Direc- 
tors is expressed to all employees of the Company 


The operation of underground storage 
capacity serves two major purposes, namely, to 
enable the Company to purchase supplies of gas 


gas 


during the summer months which otherwise would 
not be available to or required by the Company, and 
to enable the purchase of gas on a more economical 
basis. With the continued expansion of the de- 
mands for gas to meet space heating requirements 


Maximum Day Send -Out 


MILLIONS OF CUBIC FEET 
250 


1954 1955 1956 1957 1958 


FISCAL YEARS ENDED MARCH 31 


1952 1953 
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PERSONNEL 


who through their loyal and co-operative attitude 
made possible the completion of the largest con- 
struction program, and the maintenance of excellent 
service to the greatest number of customers served, 
in the history of the Company. 


Annual Payroll 


MILLIONS OF DOLLARS 


GAS STORAGE OPERATIONS 


during the winter months, the operation of the 
storage areas plays an increasingly important part 
in enabling the Company to maintain adequate 
service to its customers under all weather conditions 
and at reasonable rates of charges. 


During the past fiscal year four separate under- 
ground storage pools were in operation. Additional 
storage capacity can be placed in service as required. 


A total of 8.02 billion cubic feet of gas was 
injected into the storage pools in the off-peak periods 
of the fiscal year ended March 31, 1958. During 
the heating season 5.45 billion cubic feet were with- 
drawn to meet a considerable portion of the heating 
demand. These operations, and the prepayment for 
one hundred and eighty million cubic feet of gas 
receipt of which was deferred until the current fiscal 
year, increased to 21.49 billion cubic feet the volume 
of gas in storage at March 31, 1958. 

A new all-time peak demand was established on 
the system on February 17, 1958. On that day the 
total gas send out for all purposes was 216,609 
M.C.F., of which 160,128 M.C.F., or 73.9%, was 
delivered from storage. 


— ONTARIO NATURAL GAS STORAGE AND PIPELINES LIMITED —— 


With the completion of its 26 inch diameter gas 
pipeline from the storage area in Lambton County 
to a point near Oakville and the installation of 
lateral pipelines from this main line to serve various 
urban municipalities en route, operations of Ontario 
Natural Gas Storage and Pipelines Limited com- 
menced in December, 1957. This company was 
incorporated in 1953 as a wholly-owned subsidiary 
of Union Gas Company in anticipation that the 
future large-scale gas storage and transmission 
activities contemplated could be carried out better 
through a separate company. 


In December, 1957, Union Gas Company of 
Canada, Limited sold to Ontario Natural Gas 
Storage and Pipelines Limited its underground gas 
storage facilities (including compressor station and 
base pressure gas) in Lambton County, and its 16 
inch diameter pipeline, a compressor station and 
other facilities required to transport from a point 
on the Detroit River to the storage area, natural gas 
imported by Union from the United States. The 
majority of these facilities are also required to 
transmit gas from the storage area to Windsor and 
other markets during periods when sufficient gas to 
meet the requirements of those markets is not avail- 
able from the United States. Ontario Natural Gas 
Storage also acquired from Union Gas Company 
the latter’s inventory of gas held in underground 
storage for current sale, certain inventories of ma- 
terials and supplies and contracts for the purchase 
and sale of gas. These facilities were sold at book 
value and as consideration therefor Union Gas 
Company received $6,000,000 par value of 519% 
sinking fund debentures due 1979, of Ontario 
Natural Gas Storage and Pipelines Limited and the 
balance in cash. 


Ontario Natural Gas Storage has accepted an 
assignment from Union Gas Company of the latter’s 
agreement to purchase from Trans-Canada Pipe 
Lines Limited for a minimum period of 20 years 
annual volumes of gas ranging up to 64 billion cubic 
feet and has agreed to purchase from Union Gas 
Company all gas imported under its agreements with 
Panhandle Eastern Pipe Line Company. 


Ontario Natural Gas Storage has also entered 
into agreements to supply natural gas on a wholesale 
basis for resale, to Union Gas Company of Canada, 
Limited, City Gas Company of London, United Gas 
and Fuel Company of Hamilton, Limited, Dominion 
Natural Gas Company, Limited and The Public 
Utilities Commission of the City of Kitchener. 


In addition to its operations of purchasing, 
storing and transmitting gas on its own account, 
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Ontario Natural Gas Storage and Pipelines Limited 
is also engaged in the storage, transmission and 
exchange of gas on behalf of other Companies. 


By agreement with The Consumers’ Gas Com- 
pany, Ontario Natural Gas Storage and Pipelines 
Limited, for a service charge, will store gas for 
Consumers’ Company. Under the terms of this 
agreement Ontario Natural Gas Storage will receive 
during the summer months at the eastern terminus 
of its 26 inch transmission line, gas owned by The 
Consumers’ Company in excess of the daily require- 
ments on its system and will transmit this gas to the 
underground gas storage pools in Lambton County 
where it will be stored for return to The Consumers’ 
Company as required. 


Under the terms of a gas exchange agreement, 
Ontario Natural Gas Storage and Pipelines Limited, 
in consideration of a service charge, will lend limited 
quantities of gas to Trans-Canada Pipe Lines Limited 
for the purpose of market build-up in Eastern 
Ontario and the city of Montreal prior to the avail- 
ability of Western Canada natural gas through the 
Trans-Canada pipeline for this purpose and, if 
required, until November 30, 1959. The agreement 
requires that gas lent to Trans-Canada be returned 
over a three-year period from the time Western 
Canada gas is available from Trans-Canada at the 
junction of the facilities of Ontario Natural Gas 
Storage Company and Trans-Canada. 

Ontario Natural Gas Storage and Pipelines 
Limited is engaged entirely in wholesaling operations 
and does not make any direct sales to the public. 


Extensive Dealer Training Programs were conducted 
in new company areas. 


PROPERTY AND MARKET EXPANSION 


The completion by Ontario Natural Gas Storage 
and Pipelines Limited of its transmission facilities 
made natural gas available for distribution in the 
cities of Guelph, Waterloo and Stratford and the 
town of Strathroy. Union Gas Company acquired 
the gas distribution franchises in each of these 
municipalities and commenced the distribution of 
natural gas therein during December, 1957 and 
January, 1958. Natural gas service is being well 
received in these municipalities and it is expected 
that each will develop into an important market. 


In addition to extending service to the above- 
mentioned new areas, numerous extensions were 
made and additional customers added to the lines 
in the older markets of the Company. 


In December, 1957 Ontario Natural Gas Storage 
commenced the sale of natural gas on a wholesale 
basis to United Gas and Fuel Company of Hamilton, 
Limited, and entered into a contract to supply gas 
for distribution in the city of Kitchener by the 
Public Utilities Commission of that city. Deliveries 
of gas to the Kitchener market commenced in 
May, 1958. 


On December 9, 1957 agreement was reached 
providing for the acquisition on April 15, 1958 by 
Union Gas Company of Canada, Limited of all the 
natural gas properties of Dominion Natural Gas 
Company, Limited in the Province of Ontario, with 
the exception of those situated in the counties of 
Lincoln and Welland, in the Niagara Peninsula, and 
comprising an integrated system for the purchase, 
production, transmission and distribution of natural 


Pons 
s sath 


ee Se COOKS 
ae 


Keen interest taken in Com- 
pany’s gas demonstrations 
at fair. 


gas. The area served by the newly acquired system 
is contiguous to the territory already being served 
by Union Gas Company and is conveniently located 
to receive additional supplies of gas from Ontario 
Natural Gas Storage and Pipelines Limited (see map 
on inside back cover). 


The acquisition of these former Dominion Com- 
pany properties added 43,000 customers to the 
110,000 customers already served by your Company. 
The principal new markets acquired include Kings- 
ville, Leamington, St. Thomas, Woodstock, Inger- 
soll, Paris, Brantford, Galt, Preston, Hespeler, 
Simcoe, Tillsonburg, Delhi and Dunnville. It is 
considered that with ample supplies of gas now 
available the Company will be able to expand very 
substantially the volume of gas sales and number of 
customers served in these newly acquired markets. 


The program of plant expansion and extensions 
into new markets will continue throughout the fiscal 
year commenced April 1, 1958. It is anticipated 
that gas transmission lines will be extended from 
the Windsor area to the town of Amherstburg, from 
the Stratford area to the town of Goderich and from 
the new 26 inch diameter line into the town of St. 
Marys. Gas will be distributed by Union Gas 
Company in each of those towns and in other munici- 
palities along the route of the lines. Numerous 
plant extension, expansion and replacement projects 
also will be carried out in the existing markets of the 
Company, including the franchise areas recently 
acquired from Dominion Natural Gas Company, 
Limited. 


Surveying route of Pipeline was begun early in year. 


Rate of progress hastened by highly skilled welders. 


Much mechanized equipment was required to build line. 


Actual Pipeline Construction 
started late in September, 1957 


Two spreads of line completed and joined early in December, 1957. 


Headers were installed to connect 
main line with branches. 


Turn-on ceremonies were conducted in each new market. 


The volume of gas available to the Company 
from its various sources of supply throughout the 
past year was entirely adequate to meet the demands 
of all customers. The full contract volume of 5.5 
billion cubic feet provided for in the November 25, 
1944 agreement with Panhandle Eastern Pipe Line 
Company was received, as was the requested volume 
under the April 21, 1954 contract with that Com- 
pany. Substantial volumes of gas also were received 
under agreements with local producers in Ontario. 
The balance of the system gas requirements was 
readily met from the Company’s own production 
and from storage. 

Your Company has been notified by Trans- 
Canada Pipe Lines Limited that 1t expects to com- 
plete construction of its pipeline facilities and to 
have gas available at the eastern terminus of the 
26 inch transmission line of your Company by 
November, 1958. In addition, further supplies of 
gas are being made available from discoveries made 
by independent producers carrying on drilling opera- 


The expenditure of approximately $15,250,000 
was required on April 15, 1958 to purchase the plant 
facilities of Dominion Natural Gas Company, 
Limited and this expenditure was financed largely 
by temporary bank borrowings. In addition, it is 
presently contemplated that the construction pro- 
gram for the fiscal year commenced April 1, 1958 
will cost approximately $15,000,000. The Company 
is planning to sell approximately $22,000,000 of 
bonds and debentures in June, 1958 to provide most 
of the cash required to fund the bank borrowings 
and finance the construction program. The balance 
of the funds required for these purposes will be 
available from working capital and earnings. 

Since November, 1955 United Gas and Fuel 
Company of Hamilton, Limited (now United Gas 
Limited) and United Suburban Gas Company, 


GAS SUPPLY —— 


tions in or adjacent to the territory served by the 
Company. 


It is apparent that the Company now has avail- 
able to it ample supplies of gas to meet the demands 
of all of its customers for many years to come. 
Your Directors and Management however, will keep 
the problem of gas supply under constant study with 
a view to ensuring continuation of adequate long 
term supplies. 


The Company’s drilling activities during the 
fiscal year ended March 31, 1958, were directed 
primarily to the extension and delineation of pres- 
ently known sources of supply. While no new 
sources of supply were encountered the known pro- 
ductive area of a gas pool previously discovered in 
Lambton County was extended substantially. The 
Company intends to continue its natural gas ex- 
ploration and development activities in South- 
western Ontario to the extent warranted by new 
discoveries. 


GENERAL —— 


Limited have been engaged in a program of con- 
verting their pipeline facilities for the distribution 
of natural gas. With the completion of the pipeline 
facilities of Ontario Natural Gas Storage and Pipe- 
lines Limited and the execution of a contract whereby 
that company would make additional supplies of 
natural gas available to United Gas and United 
Suburban Gas, the latter two companies accelerated 
their conversion programs and by April 30, 1958 
their entire systems were converted to natural gas 
and the distribution of manufactured gas was dis- 
continued. As soon as Western Canada gas be- 
comes available from Trans-Canada Pipe Lines 
Limited, the entire natural gas requirements of 
United Gas and United Suburban Gas will be 
supplied by Ontario Natural Gas Storage and 
Pipelines Limited. 


On behalf of the Board of Directors, 


CHATHAM, ONTARIO, 
May 20, 1958. 


DAVID P. ROGERS 
President. 
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UNION (fio COMPANY OF CANADA, LIMITED 


HEAD OFFICE, CHATHAM, ONTARIO 


(Incorporated under the laws of Ontario) 


AND ITS WHOLLY-OWNED SUBSIDIARIES 


ASSETS 


March 31, | March 31, 

‘ 1958 1957 
PROPERTIES AT Cost: ae 
Distribution systems, transmission lines, gas wells and gathering lines, gas 
storage facilities, land and buildings, ete. $60,443,170 | $35,016,650 


Base pressure gas in underground storage held to maintain operating well 
head pressure EL We ela” a ACES tel ieee aoe OS ae Mc oe Wie 3,343,407 2,866,487 


$63,786,577 | $37,883,137 


INVESTMENT IN SuBsip1ARyY (Note 1): 


United Fuel Investments, Limited—89,902 common shares of no par value 
SAL COStia Se orden a as) aera ee ee ee ng $ 2,048,661 $ 2,048,661 


CuRRENT ASSETS: 


Gash’ 7 = "an Weve ee Cee ag ee re ee a ec $ 6,419,392 $ 3,028,929 
Short term investments —at cost (market value at March 31, 1958 

approximately $4,642,554) ee eee Ne sl eo 5.0 Salk ORS: 4,622,876 | 2,497,083 
Accounts receivable from sale of gas and merchandise, less allowance for 

doubtful accounts er ee Te es es koa 3,616,361 2,706,823 
Inventories of appliances and materials for resale — valued at the lower of 

cost or market ee eee ery Te! tc oe ere a 332,857 337,617 
Gas in underground storage and receivable, available for current sale 

at cost Zo 1.000 1,897,011 

$16,229,179 $10,467,463 


DEFERRED AND OTHER ASSETS: 


Stores and spare equipment — at cost $ 2,219,769 % 1,834,972 


Mortgagesand agreementsforsale . . . . «= - « 5 = = = . 32,118 36,344 
Prepaidsezpenses, etc, =) se nce Bal ees Ae 190,098 90,550 
Discount and expenses on issues of funded see = Rares to be amortized 

in future years ON ae et ee ae oe ea ee 688,604 233,396 


Gas in underground storage and receivable, sede to or delivered under 


gas exchange agreement . 
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1,646,476 


$ 4,777,065 


$ 2,195,262 


$86,841,482 


$52,594,523 


CONSOLIDATED BALANCE SHEET 


MARCH 31, 1958 
(with comparative figures as at March 31, 1957) 


LIABILITIES 


SHAREHOLDERS Equity: 
Capital stock — 


Authorized: 
1,000,000 shares without any nominal or par value 


Issued: (Note 2) 
882,750 shares 


Accumulated earnings retained for use in the business (Note 3) 


CONTRIBUTIONS IN AID OF CONSTRUCTION 
ACCUMULATED DEPRECIATION 
Funpep Dest (Note 4) 


DEPOSIT HELD UNDER GAS EXCHANGE AGREEMENT 
ACCUMULATED INCOME TAX REDUCTIONS APPLICABLE TO FUTURE YEARS (NOTE 5) 


CURRENT LIABILITIES: 


Aceounts payable and accrued charges including meter and special line 
deposits —~ ah a 


Dividend payable 
Estimated income and other taxes payable 
Accrued interest on funded debt 


Mortgage bond sinking fund instalments due March 1 following year 


Davin P. Rocrers, Director 
T. Weir, Director 
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March 31, 
1958 


$20,938,286 


12,913,438 


$33,851,724 


$ 149,607 


$11,534,806 


$33,900,000 


$ 2,106,000 


$ 2,344,136 
353, 100 
1,100,522 
335,891 
450,000 


March 31, 
1957 


$11,163,775 


11,670,378 


$10,846,499 


$ 270,330 


$ 2,112,000 
247,170 
1,233,243 
121,953 
450,000 


$ 4,583,649 


$ 4,164,366 


$86,841,482 


$52,594,523 


UNION Es COMPANY OF CANADA, LIMITED 


HEAD OFFICE, CHATHAM, ONTARIO 


and its wholly-owned subsidiaries 


CONSOLIDATED STATEMENT OF ACCUMULATED EARNINGS 


RETAINED FOR USE IN THE BUSINESS 


(For the Year Ended March 31, 1958 
(with comparative figures for 1957) 


BALANCE AT BEGINNING OF YEAR 
Add: 
Net profit for the year 


Reduction of provision for prior years’ — on income searitahive on 
assessments 


Deduct: 


Dividends declared 
Net expenses of common share issue 


BALANCE AT END OF YEAR 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 


For the Year Ended March 31, 1958 
(with comparative figures for 1957) 


OPERATING REVENUE AND OTHER INCOME: 


Gross revenue from gas sales 

Other operating income : ae Re eer a 
Dividend received from United Fuel Investments, Limited 
Interest on investments 


OpprRATING EXPENSES AND INTEREST: 


Operating and maintenance costs exclusive of items shown separately below 

Natural gas development costs 

Depreciation (Note 8). 

Interest on funded and other debt including discount and expense amortized 
(less interest charged to construction—$381,089 in 1958; $7, 433 in 1957) 


Prorit Berore INcomn Tax 
Less estimated income tax (Note 5) 


Nev Profit FOR THE YEAR 
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Year ended 
March 31, 


Year ended 
March 31, 


1958 1957 
$11,670,378 | $10,299,221 
2,561,099 2,359,836 
180,000 
$14,411,477 $12, 659, 05 57 


$ 1,411,508 
86,536 


$ 988,679 


g Il, 498, 039 


$ 988,679 


$12, 913, 438 


Year ended 
March 31, 


$11,670,378 


Year ended 
March 31, 


1958 1957 
$16,871,786 $14,816,089 
487,701 338,948 
89,902 89,902 
139,421 32,888 
$17,588,810 $15,277,827 
$10,600,101 $ 9,373,293 
216,706 383,236 
1,072,366 847,140 
675,538 460,322 
$12,564,711 $11,063,991 
$ 5,024,099 $ 4,213,836 
2,463,000 1,854,000 


& 2,561,099 


$ 2,359,836 


(1) 


(2) 


(3) 


(4) 


(5) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


MARCH 31, 1958 


United Fuel Investments, Limited, a non-consolidated subsidiary — 


(a) The assets and habilities and income and expense of the subsidiary are not included in the financial 
statements of Union Gas Company of Canada, Limited because of the substantial minority interest 


and funded indebtedness of the subsidiary. 


(b) 
amounted to $82,090. 


The parent company’s share of the net profits of the subsidiary for the year ended March 31, 1958 
During that period $89,902 was received in dividends. 


(c) The parent company’s share of the undistributed profits of the subsidiary earned since the acquisition 
of a controlling interest in the subsidiary in October, 1950, amounted to $1,040,951 to March 31, 


1958. 


Capital stock — 


This amount has not been taken into the accounts of Union Gas Company of Canada, Limited. 


During the year the Company issued 176,551 shares for a total cash consideration of $9,774,511. 


Accumulated earnings retained for use in the business — 


Under certain conditions of the trust indenture providing for the issue of the 524% sinking fund debentures, 
ay oe re 4/0 
not more than $4,413,882 of the accumulated earnings retained for use in the business as at March 31, 1958 


were available for payment as dividends. 


Funded debt — 
Details of this debt as at March 31, 1958 and 1957 are as follows: 


Unton Gas Company oF CANnabDA, LIMITED: 


434% first mortgage and collateral trust sinking fund bonds Series A — 
due March 1, 1968 — 


Outstanding 


Less cash in hands of trustee for bond redemptions on April 1, in comphance 
with the trust deed : 


Deduct sinking fund instalment due March 1 of succeeding year, shown as 
a current lability 


534% sinking fund debentures — due January 15, 1975 — 


Outstanding 


Onrarto NATURAL GAS STORAGE AND PreeLiINnes Limirep: 
514% first mortgage sinking fund bonds — due January 15, 1978 — 


Issued during the year and outstanding 


Total funded debt, per balance sheet 


Accumulated income tax reductions applicable to future years — 


March 31, 
1958 


$ 6,538,000 


188,000 


$ 6,350,000 


450,000 


March 31, 
1957 


$ 6,968,000 


168,000 


$ 6,800,000 
450,000 


$ 6,350,000 


$ 8,000,000 


$ 8,000,000 


$20,000,000 


$33,900,000 


$14,350,000 


——— 


While income taxes charged against income for the year amount to $2,463,000 the amount of taxes payable 


in respect of the year amounts to $2,017,634 only. 


The difference of $445,366 results from claiming for 


tax purposes capital cost allowances and drilling expenditures on productive wells in an amount greater 


than the depreciation for the year recorded in the accounts. 


Ty 


This difference, together with similar tax 


(6) 


(7) 


(8) 


(9) 


reductions from 1955 to 1957 inclusive totalling $270,330, is applicable to those future periods when the 
depreciation recorded in the accounts will be greater than amounts which may be claimed for tax purposes. 
Accordingly the accumulated difference of $715,696 is shown in the balance sheet under the caption 
“Accumulated income tax reductions applicable to future years.” 


Commitments — 


(a) Effective April 15, 1958 the Company bought most of the natural gas production, transmission and 
distribution system of Dominion Natural Gas Company, Limited at a total cost of approximately 
$15,250,000 and in addition has acquired related accounts receivable and inventories. This purchase 
was financed largely by temporary bank borrowings, which, it is expected, will be replaced by long-term 
financing in the near future. 


(b) The Company is a party to a number of gas purchase agreements under which it is entitled to receive 
gas as follows: 
(i) By contract dated April 21, 1954, as amended, Panhandle Eastern Pipe Line Company has 
agreed to sell to Union annual amounts of natural gas ranging up to 15.5 billion cubic feet in the 
contract year beginning November 1, 1961. 


Union is obligated to take or pay for a minimum of 75% of the contract volumes after November 1, 
1958. The contract is for a term of 20 years from November 5, 1956, but Union is entitled to 
terminate it one year after gas becomes available from Trans-Canada Pipe Lines Limited pro- 
vided that notice of termination is given by November 1, 1960. Union has agreed with Trans- 
Canada that it will exercise such right of termination. 


(il 


— 


By contract dated January 18, 1955, as amended, Trans-Canada Pipe Lines Limited has agreed 
to sell to Union annual amounts of gas increasing progressively up to 64 billion cubic feet. The 
contract is for a term of 20 years from the date of first delivery. Union is obligated to take or 
pay for 75% of the stipulated volume for each contract year. It is anticipated that the Company 
will commence to take deliveries of gas under this contract about November 1, 1959 in which 
event the stipulated maximum volume of deliveries for the first year will be 20.5 billion cubic feet. 


By a number of other contracts the Company is obligated to purchase approximately 15 billion 
cubic feet of gas each year. 


qu 


Capital expenditures — 


In addition to the acquisition referred to in Note 6, capital expenditures of approximately $15,000,000 
are presently contemplated for the fiscal year ending March 31, 1959. 


Provision for depreciation — 


Total depreciation provided for the year ended March 31, 1958 amounted to $1,171,389. Of this amount, 
$1,072,366 was charged directly to operations and the remainder of $99,023 was charged to clearing accounts 
which are re-allocated partly to property accounts and partly to expense accounts. 


Directors’ fees — 


Directors of the Company received fees for their services as such of $23,733 from the Company and 
‘ts consolidated subsidiaries and $9,900 from the un-consolidated subsidiary during the year ended 
March 31, 1958. 
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To the shareholders of 
Union Ges Company of Canada, Limited: 


ed balance sheet of 


We have examined the consolidat 


Union Ges Company of Canada, Limited and its qnolly -owned subsidiaries 


ated statements of profit and 
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ined for use in THe pusiness for the 


loss and accumulated earnings reta 


year ended on that date- Our examination included ® general review of 
the accounting procedures and such tests of accounting records and 


ry in the circumstances « 
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other supporting evide 


Jn our opinion the accompany ing consolidated palance 
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and the results of their 


position of the companies as at March Sl, 1958 


a on that date - 
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operations for the year ende 


Toronto, canadé 
May 14, 1958- Chartered Accountants - 


REVENUES, EXPENSES and NET EARNINGS 
REVENUES 
Gas Sales 
Other income 


Dividend receiv ed—_U ited 
Investments, Ltd. 


Fuel 


Total revenue 
EXPENSES 
Operating and maintenance costs 
including cost of gas sent out 
Natural gas development costs 
Depreciation 


Interest on funded debe and bank 
loans 


Total expenses 
Profit before income taxes 
Income taxes 


Net EARNINGS 


Earnings per share* 
Dividends declared per s share* 


*On basis of 882,750 shares outstanding 
during entire period. 


SOURCE AND APPLICATION OF FUNDS 
SOURCE OF Funps 


Net earnings for period 

Provision for depreciation and other 
charges to earnings not requiring 
cash ‘outlay 

Income tax reductions applicable to 
future years 

Funded debt issues 

Capital stock issue 

Gas exchange agreement deposit 


Total 


APPLICATION OF FuNDS 


Net expenditures on Property 
Account 

Dividends declared 

Retirement of debt 

Additional base pressure 
underground storage 

Increase or decrease in 
spare equipment 

Funded debt and age stock issue 
expenses 

Gas dedicated to exc change agreement 

Miscellaneous items 

Increase or decrease in 
capital 


Total 


gas in 


stores and 


working 


Working capital, end of year 


Fiscal year ended March 31 


1958 1957 1956 1955 1954 
$16,871,786 $14,816,089 $13,290,429 $11,756,182 $10,417,505 
627,122 371,836 255,631 285,828 283,816 
89,902 89, 902 89,892 89,892 89,892 
$17,588,810 815, Q7 Ws 827 $13,635,952 $12,131,902 $10, 791, 218 
$10,600,101 % 9,373,293 §$ 8,451,898 §% 7,216,644 $$ 6,265,506 
216,706 383,236 426,557 293,553 467,626 
1,072,366 847,140 782,339 747,300 707,305 
675,538 460,522 381,883 386,695 389,554 
$12, 564,711 $11,063,991 $10,042,677 $$ 8,644,192 $ 7 829, 971 
$ 5,024,099 $ 4,213,836 $ 3,593,275 $$ 3,487,710 § 2,961,242 
2,463,000 1,854,000 1,570,000 1,545,000 1,250, 000 
$ 2,561,099 $ 2,359,836 $ 2,023,275 $$ 1,942,710 g 1, 71, 242 
$2.90 $2.67 $2.29 $2.20 $1.94 

$1.60 $1.12 $1.12 $1.12 


$1.12 


$ 2,561,099 


445,366 
20,000,000 
9,774,511 
2,106,000 


$36, 062, 548 


$ 2,359,836 


943,952 


71,999 
8,000,000 


$11,375,787 


$ 2,023,275 


873,017 


51,887 


$ 2 948,47 9 


$ 1,942,710 


837,943 


146,444 


$ 2,927,097 


$ 1,711,242 


769,345 


® 2,480,587 


$25,888,734  $ 3,525,277 $ 1,870,857 § 2,547,031 $% 1,686,069 
1,411,508 988,679 988,679 988,679 988,679 
450,000 450,000 400,000 400,000 400,000 
476,920 1,453,631 
384,797 1,106,222 406 25,076 72,862 
564,541 107,417 
1,646,476 
102,856 10,618 5,846 3,720 9,910 
5,342,433 3,755,079 305,617 1,037,409 511,389 
$36,062,548 $11, ,787 = $ «2,948,479 $$ 2,927,097 §$ 2,480,587 
$11,645,530 $ 6,303,097 $ 2,548,018 $% 2,853,635 $ 3,891,044 


iw) 
is) 


Statistics Continued 


(M.C.F. means thousand cubic feet) 


CUSTOMERS—(end of year): 


Residential 
Commercial 
Industrial 
Other utilities 


Total 


GAS SALES—M.C.F. 


Residential 
Commercial 
Industrial 
Other utilities 


Total 


GAS SALES REVENUE 


Residential 
Commercial 
Industrial 
Other utilities 


Total 


AVERAGE CONSUMPTION PER METER—M.C.F. 


Residential 
Commercial 


GAS BALANCE—M.C.F. 


Gas produced from Company wells 


Natural gas imported 
Natural gas purchased locally 


Total all gas 

Gas into storage 

Gas out of storage 

Net gas into or out of (-) storage 
Total gas send out 

Gas sales : 

Gas loaned to other C ompanies 


Company use 
Unbilled, Ruccorate: | for. Srey 


Peak Day Senp Out—M.C.F. 


Gas WrruprRawn From STorRAGE ON 


Prax Day—M.C.F. 


Note A — Exclusive of 11.18 billion cubic feet of gas purchased in the field in 1957 and . 


Fiscal year ended March 31 


in 1958 and remaining in storage at year end. 


bo 
(ve) 


18 billion eubie feet 


1958 1957 1956 1955 1954 
99,318 88,840 84,153 80,180 75,987 
9,974 9,264 8,893 8,451 8,083 
659 567 546 560 560 
2 1 1 il 1 
109,953 98,672 93,593 89,192 84,631 
10,280,844 9,103,201 7,975,805 7,066,095 5,920,970 
2,324,808 1,992,905 1,707,203 1,483,419 1,282,059 
2,496,245 2,289,013 2,212,424 1,569,848 1,708,425 
2,374,482 1,816,425 1,580,320 1,362,134 1,149,429 
17,476,379 15,201,544 13,4°75,752 11,481,496 10,060,883 
$11,157,191 $$ 9,913,275 $ 8,737,444 $ 7,791,405 $ 6,610,631 
2,374,335 2,046,164 1,767,083 1,557,865 1,353,522 
2,123,773 1,936,815 1,982,423 1,675,506 1,823,525 
1,216,487 9195537 803,479 731,406 629,827 
$16,871,786 $14, 816, 089 $13,290,429 $11,756,182 $10,417, 505 
110.8 105.6 9722 90.5 19.6 
245 9 223 .2 199.8 183), 1 161.6 
1,180,700 1,106,160 1,332,994 IL eg OS} 159205209 
LE 221 118 6,438,863 5,413,717 5 444,523 5,497,101 
(A)9,903,699 (A)9,347,258 V5 1075220 5,287,298 4,651,227 
22,305,517 16,892,281 13,913,931 12,503,834 12,073,537 
(A)8,022,283 (A)3,612,357 4,514,309 4,482,608 4,476,009 
5,458,074 me S27 OM 4,913,331 4,234,136 3,227,648 
2,564,209 Ils 085, 166 (-) 399,022 248,472 1,248,361 
19,741,308 15,807,115 14,312,953 12,255,362 10,825,176 
17,476,379 15,201,544 18,475,752 11,481,496 10,060,883 

1,074,791 

425,740 194,747 199,393 195,025 189,815 
764,398 410,824 637,808 578,841 574,478 
19,741,308 15,807,115 14,312,953 12, 255 362 10, 825, 176 
216,609 123,658 94,846 82,935 69,985 
160,128 70,814 63,212 52,333 41,559 


CONDENSED CONSOLIDATED 
BALANCE SHEET 


ASSETS 


Property account . reece wre 

Investment in common shares of 
United Fuel Investments, Ltd. 

Current assets . . 

Stores and spare equipment 

Deferred and other assets 


Total 


LIABILITIES 


Capital stock and surplus 

Construction contributions 

Accumulated depreciation 

Funded debt ; 

Deferred credit 

Accumulated income tax Reductions 
applicable to future years 

Current liabilities 


Total 


EQUITY PER OUTSTANDING SHARE 


No par value shares outstanding 
Equity per share 


PROPERTY ACCOUNT 
Gross book value beginning of period 


ADDITIONS 


Plant extensions and additions 
Plant replacements 


Gross additions and replacements . 


ReTrREMENTS 
Book value of plant retired 


Net plant additions 
Increase in base pressure gas 1n  under- 
ground storage 


Net additions to Property Account for 
period 
Gross book v alue end of. per iod 


Fiscal year ended March 31 


1958 1957 1956 1955 1954 
$63,786,577 $37,883,137 $33,236,818 $31,657,480 $29,349,942 
2,048,661 2,048,661 2,048,661 2,048,566 2,048,366 
16,229,179 10,467,463 5,316,307 5,427,808 6,213,339 
2,219,769 1,834,972 728,750 728,348 703,272 
2,557,296 360,290 245,618 248,095 244,239 
$86,841,482 $52,594,523 $41,576,154 $40,110,092 $38,559, 158 
$33,851,724 $22,834,153 $21,462,996 $20,428,400 $19,474,369 
149,607 129,175 98,504 83,190 71,400 
11,534,806 10,846,499 10,248,034 9,677,890 9,091,094 
33,900,000 14,350,000 6,800,000 7,200,000 7,600,000 
2,106,000 
715,696 270,330 198,331 146,444 
4,585,649 4,164,566 2,768,289 2,574,168 2,322,295 
$86,841,482 $52,594,523 $41,576,154 $40,110,092 $38,559,158 
882,750 706,199 706,199 706,199 706,199 
$38.35 $32.33 $30.39 $28.93 $27.58 
$37,883,137 $33,236,818 $31,657,480 $29,349,942 $27,962,767 
$95,419,176 $$ 3,205,671 $ 1,463,604 $ 2,227,030 $$ 1,360,562 
560,038 436,599 481,418 369,796 394,113 
$25,979,214 $$ 3,642,270 $ 1,945,022 $ 2,596, 826 = $ 1,754,675 
552,694 449,582 365,684 289,288 367,500 
$25,426,520 $ 3,192,688 $ 1,579,338 §$ 2,307,538 $ 1,387,175 
476,920 1,453,631 
$25,903,440 $$ 4,646,319 $ 1,579,338 $ 2,307,538 $ 1,387,175 
$63,786,577 $37,883,137 $33,236,818 $31,657,480 $29,349,942 
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NEW ISSUE 


$12,500,000 


UNION GS COMPANY OF CANADA, LIMITED 


(Incorporated under the laws of Ontario) 


First Mortgage and Collateral Trust Bonds, Series B 
To be dated June 1, 1958 


$9,000,000 5% Sinking Fund Bonds maturing December 1, 1977 


$3,500,000 434 % Serial Bonds 
maturing $400,000 on December 1, 1961 and 1962, and 
$450,000 on December 1, 1963 to 1968 inclusive. 


Principal of the bonds of this issue, half-yearly interest thereon (June 1 and December 1) and redemption premium, if any, 

will be payable in lawful money of Canada at any branch in Canada of the bank designated in the bonds, at the option of 

the holder. The bonds will be available in coupon form, with provision for registration as to principal, in the denomination of 

$1,000 and in fully registered form in denominations of $1,000 and authorized multiples thereof. Subject to the provisions of 
the Trust Deed, coupon bonds and fully registered bonds will be interchangeable. 


The Sinking Fund Bonds will be redeemable for sinking fund purposes at the principal amount plus accrued interest to the 
date specified for redemption. Otherwise, the bonds of this issue will be redeemable at the option of the Company prior to 
maturity, in whole at any time, or in part from time to time, upon prior notice of not less than 30 days; (i) in the case of the 
Serial Bonds, in reverse order of maturity at the principal amount thereof plus a premium of } of 1% of such principal 
amount for each year or portion thereof between the date specified for redemption and the maturity date of the Serial Bonds 
being redeemed; (ii) in the case of the Sinking Fund Bonds at a premium of 5% of the principal amount if redeemed on or 
before May 31, 1959 and thereafter at premiums reducing by \4 of 1% of such principal amount on June 1 in each of the 
years 1959 to 1972 inclusive, and by .375 of 1% on June 1 in each of the years 1973 to 1976 inclusive, and on andafter June 1, 
1976 without premium, plus in every case accrued interest to the date fixed for redemption; provided that the Sinking Fund 
Bonds may not be redeemed before June 1, 1968 by the application of funds obtained through borrowing having an interest 
cost of less than 5% or in anticipation of such borrowing. 


The Company will covenant in the Supplemental Trust Deed to provide a sinking fund to retire $6,000,000 principal amount 
of the Sinking Fund Bonds of this issue prior to maturity, and for such purpose to retire, in accordance with and subject to the 

visions of the Supplemental Trust Deed, $500,000 principal amount of bonds on June 1, 1969; $550,000 on June 1, 1970; 
$600,000 onJunel, 19h ; $650,000 on June 1, 1972;$700,000 on June 1, 1973 and $750,000 on each June 1, 1974 to 1977 inclusive. 


Trustee: The Canada Permanent Trust Company 


In the opinion of Counsel, the bonds of this issue will be investments in which the Canadian and British Insur- 
ance Companies Act states that companies registered under Part III thereof may, without availing themselves 
for that purpose of the provisions of sub-section (4) of Section 63 of the said Act, invest their funds. 


The Serial Bonds of this issue are being sold separately. 


We, as principals, offer the Sinking Fund Bonds of this issue if, as and when issued by Union Gas Company of Canada, 

Limited and accepted by us, subject to the approval of all legal matters by Messrs. Blake, Cassels & Graydon on behalf of 

the Company and by Messrs. Arnoldi, Parry, Campbell, Pyle, Godfrey & Lewtas on our behalf. Said counsel will rely as to 
matters of title on the opinion of Messrs. McNevin, Gee & O'Connor. 


Price: 98.50 and accrued interest yielding about 5.12% 


It is expected that definitive bonds will be available for delivery on or about July 9, 1958. 


The right is reserved to reject any or all applications and also in any case to allot a smaller amount than is applied for. 


A. E. Ames & Co. 


Limited 
Business Established 1889 
TORONTO MONTREAL NEW YORK LONDON, ENG. VANCOUVER VICTORIA WINNIPEG CALGARY 
LONDON HAMILTON OTTAWA KITCHENER ST. CATHARINES OWEN SOUND QUEBEC BOSTON, MASS. 
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The following information has been supplied by officers of the Company. 


The Company 


Union Gas Company of Canada, Limited (herein referred to as the ““Company’’) is engaged directly 
and through two wholly-owned subsidiaries in the production, purchase, storage, gathering, transmission, dis- 
tribution and sale of natural gas to residential, commercial and industrial customers in communities in 
southwestern Ontario, many of which are indicated on the map contained in this prospectus. In addition to 
the said wholly-owned subsidiaries, the Company owns over 99% of the outstanding common shares (the 
voting stock) of United Fuel Investments, Limited. 


History—The Company was incorporated under the laws of the Province of Ontario in 1911 as The Union 

Natural Gas Company of Canada, Limited. In 1931 its name was changed to Union Gas Company 
of Canada, Limited and in the same year it acquired all the capital stock of City Gas Company of London. 
In 1953 the Company caused to be incorporated Ontario Natural Gas Storage and Pipelines Limited (herein 
sometimes referred to as ‘‘Ontario Natural’) which in 1957 purchased from the Company certain assets as 
more fully referred to herein. 


On April 15, 1958 the Company acquired all of the natural gas properties of Dominion Natural Gas Com- 
pany, Limited (herein sometimes referred to as “‘Dominion Natural’), other than those located in the Coun- 
ties of Lincoln and Welland. The assets so acquired, being approximately 78% (based on relative costs) of 
Dominion Natural’s properties, constitute an integrated system for the purchase, production, transmission 
and distribution of natural gas. As more fully indicated on the accompanying map the area served by the 
newly acquired system complements the other service areas of the Company. 


Subsidiary Companies 


City GAs CoMPANY OF LONDON, a wholly-owned subsidiary, has franchises for the sale of gas in the City 
of London and the Townships of London and Westminster. 


ONTARIO NATURAL GAs STORAGE AND PIPELINES LIMITED, a wholly-owned subsidiary, purchases gas 
from major suppliers which it stores, transmits and sells on a wholesale basis to gas distributors (including the 
Company) for re-sale to residential, commercial and industrial customers in southwestern Ontario and in the 
Hamilton-Oakville area. 


In December 1957 Ontario Natural acquired from the Company the latter’s underground storage gas 
facilities (including compressor station and base pressure gas) in Lambton County, and a 66-mile 16” diameter 
pipeline, a compressor station and other facilities required to transport, from Ojibway, Ontario to the under- 
ground storage area, natural gas imported by the Company from the United States. Ontario Natural also 
acquired from the Company the latter’s inventory of gas held in underground storage for sale, certain inven- 
tories of materials and supplies and contracts for the purchase and sale of gas. The purchase was at book 
value and $6,000,000 of the purchase price was paid by issuance to the Company of $6,000,000 in principal 
amount of 514% Sinking Fund Debentures and the balance in cash. Since acquisition of these assets Ontario 
Natural has completed a 142-mile 26” diameter transmission pipeline extending from the underground 
storage area in Lambton County to a point of connection in Trafalgar Township near Oakville, Ontario, with 
the Trans-Canada pipeline. In addition Ontario Natural owns approximately 55 miles of transmission lines 
of various sizes to permit delivery of gas from the 26” line to the cities of Guelph, Hamilton, Kitchener, 
London, Stratford and Waterloo and the towns of Strathroy and St. Marys. 


UNITED FUEL INVESTMENTS, LIMITED, a partially owned subsidiary, is a holding company owning all 
the capital stock of Hamilton By Product Coke Ovens, Limited and United Gas Limited. Hamilton By 
Product Coke Ovens, Limited manufactures coke and related by-products. United Gas Limited, directly 
and through its wholly-owned subsidiary, United Suburban Gas Company, Limited, distributes natural gas 
to customers in the city of Hamilton and the towns and villages of Acton, Bronte, Burlington, Dundas, 
Georgetown, Milton, Oakville, Stoney Creek and Waterdown and the townships of Esquesing, Saltfleet, 
Trafalgar and West Flamborough. 


Property—After giving effect to the acquisition of Dominion Natural’s properties referred to herein, the 
Company and its two wholly-owned subsidiaries own and operate approximately — 


418 miles of gathering lines, 
1,555 miles of transmission lines ranging up to 26 inches in diameter, 
2,508 miles of urban and rural distribution lines. 


ToraL 4,481 miles 


In addition they operate numerous gas wells located in 15 fields, office buildings, appliance showrooms 
and shops, 6 compressor stations for the transmission and storage of gas, and four underground gas storage 
pools with approximately 35 billion cubic feet capacity in Lambton County. Additional storage capacity is 
available and can be put into use if required. 


Under date of June 4, 1958 Stone & Webster Canada Limited provided the Company with the following 
report. 
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STONE & WEBSTER CANADA LIMITED 


44 KING STREET WEST 
TORONTO 1, CANADA 


Mr. T. Weir, 

Vice-President and General Manager, 
Union Gas Company of Canada, Limited, 
Chatham, Ontario. 


Dear Sir: APPRAISAL OF PROPERTY 


In compliance with your requests, we have appraised the property of Union Gas Company of Canada, 
Limited and of its wholly-owned subsidiaries, City Gas Company of London and Ontario Natural Gas 
Storage and Pipelines Limited, and the property recently acquired by Union Gas Company of Canada, 


Limited from Dominion Natural Gas Company, Limited. 


The appraisal covers the physical properties of the companies which were used and useful in serving the 
public and reflects our estimate of the cost to reproduce these properties new and new less depreciation at 
December 31, 1957 for the property acquired from Dominion Natural Gas Company, Limited and at March 31, 
1958 for the other properties. Reproduction cost new less depreciation is one of the accepted bases of 


measuring the present day value of the property of an operating business. 
The results of our appraisal are summarized as follows: 


Unton GAs CoMPANY OF CANADA, LIMITED New 
(a) Property at March 31, 1958 
LG (G US PRO ee, Cinrre E en r t a wail olen te MER ad an RR Gra cies Smead $ 474,612 
StEUCTUESE fue, s cee seats iota seat ey ae oes doce eee eis Sate ES SO Coa htt 3,169,890 
Improyvementsito: Leased) Properityemnn ase ae acres eins = aie eran 9,640 
Gas’ Plant Equipment iam. ncn serie cwtg eterna or tiae ere eecocr =e acre eee 838,200 
Matis ice eee or nee ee saci et cialis ec eets cca, SEE ey VC ee 34,797,490 
S@PVICES ss ccou. des helenae he oe SE, ETRE oe ys Bos OE oie = one ee ee 5,364,600 
ANY Ile) EE EEO eld le 1. PS. ARNG p-hoed ONG. qiie weied eee eo oc METEORS oh 2 Need x O49e.6 4,192,800 
Wellsvand: Piel: Times: ccsce: cy acciateyee easton cd ete tt sas ious eae tee ack rei ce oe ee 7,217,200 
General /Hquipmenty cc gon cetyer onic. cheusnaeis eereceotad Sere ia te ee ened 1,208,400 
Communication quipime nites c-section eke ore 85,100 
Autossatvd Vehicles rt avcsycctesy ae fe eye ete tu = erect ste) aa ow eeens site) clo ae ee 509,300 
$ 57,867,732 
(b) Property at December 31, 1957 recently acquired from Dominion Natural Gas 
Company, Limited 
Ti (0 pee erie MPS isin nl sans oie ctxt ete Aka ie TERRE cid cot POR BS IN G.O 8.055% $ 144,690 
SUPUCEUFES 3 eestor eee Rene re en © oc he re 637,878 
Gas: Plant-Equipmentic see gaye coher ecco xe Sere as o> Secu gn te 796,835 
I LER Ugh oR eMac Me ck thie ftp CRA uh. re mcrae te tea hosts aise, PUMPER EE or ses. ilened Gaeeseaeb 20,568,134 
SEEVICESS i. ceo akic See ee rae ie cn, OMNES cs. dete a ee 1,259,977 
Mee ters) o83)45 = <a Red eee eee Aes Crecente) st aneucrneauateee 2 i Sao Ge een ee 1,908,612 
Wells and Field) Binesive cre ster etree ts oe uc epics <cc oemememer ae See ic io tes ene 8,620,343 
General Equipmentagcact oe eee ey ais ene ok. 2s ieee asl io: Ce eee eee 601,310 
Avutos-andVehiclesiveee ess wei tse cet cae AU <05 Son: = eee io ne 362.321 
$ 34,870,100 
Totaly Union! Gas Companyzoh Canadas leimited eer ae eee eee $ 92,737,832 
City Gas CoMPANY OF LONDON 
(Dis anes PIE eee OMS MA 2 An ceo ots Pag Meme Me ire cit? Cree ero Sd a aa $ 382,424 
SELICEUMEES he Se coc hth Sey ANG eae oe. shies sev aetretiee Rr ROTATE ae eens cd cic) Re ee 559,100 
MEATS... § cre cagaccha.ce Spit sande OT one ROE OO oe TT oie oats tsa oo thc Toe oe ee 5,235,000 
belo) mig (O(c eR PRIA ici oy 8 ly, SORE MERRION Sa A Se Abo a Gals tobe 2,004,700 
IY Ret Wc) gop PR does Stes AUER cere) Beeten thes tae eM: Hd GIR ORO IG COG cGy: U Ban. Hy 1,094,800 
Genéral Equipment Jo eee n te tt ceo neem cere eke ene ae eerste tee Ree 152,800 
Communication: Equipmemtspesae ems act pare ts eerie rel tare 7 ee er 15,400 
utos: and! Vehicles: 05205 stearate etre ete ea orca ere we cee ee 92,600 
Total mG@itys GasiGompanyzotelsondon kee eee ee eee $ 9,536,824 
Ontario NATURAL GAs STORAGE AND PIPELINES LIMITED 
| (a eee eR ret UC te, 4155 SE ee A REMC i SS Sn Bo MOB MES Pb. 5.0-5-0.50 SSE $ 35,761 
Rol ug OLcun bye hae ewer Meet Ak, Oc,5 5 OO Un a ORs oR ers 6's Seg ee ase cndgsses 791,500 
Gas: Plant. Equipment 5 2. cet ce ee eee te te eet ee ee 1,743,500 
I Eh bo OPN EPROM Co AWN OLE he ok lhche, < do Me Ian S H.G Abt diaatbwe 22,879,200 
Wells-and Storage Lines. i kere cis aera net Oesehe ene ners ere ae ee 1,901,200 
General Equipment se vaca caters cose ero rete ote eae niece ee ee 5,060 
Communication Hquipmien tae see eee ee 1,540 
Autos‘and Vehicles: hie fic: ch he eens ate ete ne een Ere ec, ee 5,900 
SUB CO tal closes -egiesc age seuss: soe ees PEMA SO eee ert aa OO 0 a $ 27,363,661 
Base: Pressuré Gas. aticostt :.: Sones ere cree Peace ee he ne Recah kee ee 3,343,000 
Total, Ontario Natural Gas Storage and Pipelines Limited................ 30,706,661 
ToTaL, Union GAs COMPANY OF CANADA, LIMITED AND WHOLLY-OWNED SUB- ———__ 
SIDTARTES oo alec ora eka Gove one en oe Pe he Ree ee $132,981,317 


June 4, 1958 


Cost to Reproduce 


New Less 


Depreciation 


$ 474,612 
2,425,100 
7,700 
677,300 
29,100,400 
4,248,900 
3,303,300 
1,841,400 
867,300 
74,100 
202,000 


$ 43,222,612 


$ 144,690 
420,315 
609,380 

16,465,933 
882,000 
1,527,700 
5,052,720 
388,600 
158,300 


$ 25,649,638 
$ 68,872,250 


$ 382,424 
423,500 
4,155,250 
1,524,800 
867,500 
110,400 
13,340 
49,600 


$ 7,526,814 


$ 35,761 
695,100 
1,514,900 
22,294,900 
1,721,200 
4,600 

1,400 

5,300 


$ 26,273,161 
3,343,000 


29,616,161 


$106,015,225 


Our appraisal excludes gas reserves and allowances for Organization, Working Capital, Cost of F inancing 
and Going Value. Land acquired in 1952 and prior years by Union Gas Company of Canada, Limited, and its 
wholly-owned subsidiaries, is included at 1952 market value with subsequent land additions at cost, while 


oe acquired from Dominion Natural Gas Company, Limited is included at market value at December ile 
1957. 


Deductions for depreciation allow for losses in value due to physical deterioration as well as functional 
factors where found to be applicable. 


Yours very truly, 
STONE & WEBSTER CANADA LIMITED 


(Signed) R. S. Boyp, 
Appraisal Manager. 


The property of Ontario Natural is subject to a first fixed and specific mortgage and charge and a first 
floating charge securing $20,000,000 principal amount of First Mortgage Bonds of that company. 


Area Served— Natural gas is being supplied by the Company and its direct and indirect subsidiaries, herein- 

before referred to, to approximately 197,000 customers in the cities of Brantford, Chatham, Galt, 
Guelph, Hamilton, London, Sarnia, Stratford, St. Thomas, Waterloo, Windsor, Woodstock, the towns of 
Acton, Alvinston, Blenheim, Bothwell, Bronte, Burlington, Delhi, Dresden, Dundas, Dunnville, Essex, 
Georgetown, Hespeler, Ingersoll, Kingsville, Leamington, Milton, Oakville, Paris, Petrolia, Preston, Ridge- 
town, Riverside, Simcoe, Stoney Creek, Strathroy, Tecumseh, Tilbury, Wallaceburg and Waterdown as 
well as villages and townships in the franchise area. 


During the past year, lines were extended and customers added in established market areas, and in 
addition, natural gas service was extended to the cities of Guelph, Stratford and Waterloo and the town of 
Strathroy. Service to St. Marys will commence in the summer of 1958. In December 1957, Ontario Natural 
commenced the sale of natural gas on a wholesale basis to United Gas Limited which serves the Hamilton- 
Oakville area, and entered into a contract to supply gas for distribution in the city of Kitchener by the 
Public Utilities Commission of that city. Deliveries under the Kitchener contract commenced in May, 1958. 


A conservative estimate of the population of the franchise area is 1,500,000. 


The Company’s program of plant expansion and extensions into new markets continues, and it is antici- 
pated that during the current fiscal year gas transmission lines will be extended from the Windsor area to 
the town of Amherstburg and from the Stratford area to the town of Goderich. Gas will also be distributed 
in other municipalities along the route of the lines. Numerous plant extensions and expansion and replacement 
projects also will be carried out in the established market areas, including the franchise areas recently 
acquired from Dominion Natural. 


Gas Sales Statistics —The following table sets out certain gas sale statistics of the Company and its wholly- 
owned subsidiaries. 


Fiscal years ended March 31 


1958 1957 1956 1955 1954 
CustomMERS—(end of year): 
Residential eee yn re arclia feo e ae Pia os wie 3 ee oes 99,318 88,840 84,153 80,180 75,987 
(Chmarrneeell .£ okt oa Ie ee ee ee Sg Ae 8 8 « 9,974 9,264 8,893 8,451 8,083 
MAGUS Eni lens Sea AAS oS Swi a pete os cok Pa ee 659 567 546 560 560 
@thermurtilitioch(l)) meres sc stecis oo ake. « oletevenvan. Weare 2 i 1 1 1 
TREES » 22 cork re om beter ac 109,953 98,672 93,593 89,192 84,631 
Gas SaLEs—M.C.F. 
RGCICLeIEAalcp enn eet: sista GT ae nh oisyo ents Ween eas 10,280,844 9,103,201 7,975,805 7,066,095 5,920,970 
(Comment so ae etait Ope 7 Oe Dal ere eee ches cha Sicko 2,324,808 1,992,905 1,707,203 1,483,419 1,282,059 
MCLG ERI Sree cee reg Bes Slate diana see loen a storey allots e 2,496,245 2,289,013 2,212,424 1,569,848 1,708,425 
(Ovsivare eegvneer (ML bee ea aces se ee be muone Ora oo gos 2,374,482 1,816,425 1,580,320 1,362,134 1,149,429 
COTA Si, ty Meta es eee ae te 17,476,379 15,201,544 13,475,752 11,481,496 10,060,883 
Gas SALES REVENUE 
RESICeni tial fy een We ee oe ee nr chia: evtire micas nan nae $11,157,191 $9,913,275 $ 8,737,444 $ 7,791,405 $ 6,610,631 
Goniimercial Me re ne nee aah ot ah ie a eer 2,374,335 2,046,164 1,767,083 1,557,865 1,353,522 
seta cS aA Vek ecto tic bes eenren kc <i, He Re eee re MNP BENS: 1,936,813 1,982,423 1,675,506 1,823,525 
@thersitilitics dy weeee Mea ae es oe eet ee areas 1,216,487 919,837 803,479 731,406 629,827 
A BOG K Wel oonrycey oS RR rece RoR Ren ear ekcs oth $16,871,786 $14,816,089 $13,290,429 $11,756,182 $10,417,505 
AVERAGE CONSUMPTION PER METER—M.C.F. 
IRGAGISTIET obs on odd ulema ts Ou HhoDU oDmamaao. gp 110.8 105.6 97,2 90.5 79,6 
GOMINELC Alen Meet een ae kits oss Sake natn ince eree meee 245.9 2232 199.8 183.1 161.6 


(1) Dominion Natural in 1954 to 1958 and United Gas Limited in 1958. 


(2) Where referred to in this prospectus M.C.F. means 1,000 cubic feet. 
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Set out below are comparable gas sales statistics of Dominion N 
31, 1957. As mentioned above, approximately 78% of Dominion N 


Company on April 15, 1958. 


Fiscal years ended December 31 


atural for the five years ended December 
atural’s properties were acquired by the 


CustoMERsS—(end of year) 1957 1956 1955 eee. Oe 
{USES FATES & oan ls cach Menard Dia tote Seo emane ie inuaia uneeage ota 51,481 50,550 50,226 45,714 47,010 
BOMCL CIA] Seer creo waves Gases maya eso can ek won ee 4,115 3,894 3S 2,746 2,821 
TFSCERPES SB Ell one deer = ra eis Oech ten Die ener oe Ge ec ene 189 181 161 287 283 
(Cpa as Rar ERA ES so: ots ont b-Salaeot een gio crs in ey there Once cme 4 LP ei ow S| ae 

a Wales Retained obec trie tthe teatheksin Satie Reece ORES 55,789 54,630 53,966 48,752 50,120 
—INICAP 

aa Fe aS Io Rete Re On, Te eee 3,086,796 2,946,125 2,630,661 2,430,180 2,130,612 
GOnierclal Mere eR rote ee Rae eee aye esryecs 675,717 646,667 515,629 322,209 282,801 
ncastrial se ery ec cere Oat, Sate area kien oe 201,146 171,491 162,005 296,163 290,960 
Others tilitics ter ook. ee Fore ee Meee yet ess 120,538 113,087 171,799 23215) 225,059 

Tha tal Seat eines: ME. acpi eta clemtts a oP ate eRe 4,084,197 3,877,370 3,480,094 3,280,667 2,929,432 

Gas SALES REVENUE 
Ricci cenitialeee ne ere reer R te ae wits = 1a Baers 6 $ 4,336,869  $ 4,146,130 $ 3,374,162 $ 2,991,792 $ 2,648,483 
(OTITIS TSO. sues Ais hk Orig ge Sacto Uae asc IONIC 906,959 868,281 641,998 375,183 329,974 
IGGtaIER RAE Oedigs abun b © ao GOA A Re nnn hs eee etree Chk 260,896 223,698 191,536 324,360 318,440 
Othersutiliticsmonecetee tie me niticenceere sees clara. ele ssoracisieste 103,224 98,768 131,299 TAS) 165,474 
Supplemental charge, etc..........--.5-++es eee ees 425,212 669,142 691,447 

Weta Caen CA EER ia. Oo oiaoe oes Oates Iatskeh: $ 5,607,948 $ 5,336,877 $ 4,764,207 $ 4,531,590 $ 4,153,818 

AVERAGE CONSUMPTION PER METER—M.C.F. 

Resiclential ay Ca Pane cersta tle wtf de to (-ouwve mela erededs 60.0 58.3 52.4 53:2 45.3 
(Qeyrivitts va) IN ROu dee eee aero olmb ePoinin s okaetenctsecn 164.2 166.1 144.3 117.3 100.0 


Gas Balance Statistics—The following “gas balance’”’ tabulations, A. for the Company and its wholly-owned 
subsidiaries and B. for Dominion Natural, indicate source and utilization of gas 
during the past five fiscal years which, in the case of the Company end on March 31 and, in the case of 


Dominion Natural end on December 31. 


In reading these statistics it should be borne in mind that, as 


stated above, the Company acquired on April 15, 1958 approximately 78% of the properties of Dominion 
Natural. It will be noted that volumes of gas sold by the Company to and purchased by Dominion Natural 


are included in the statistics. 


A.—THE CoMPANY AND ITS WHOLLY-OWNED SUBSIDIARIES 


Fiscal years ended March 31 


1958 1957 1956 1955 1954 
Gas BaLtance—M.C.F. 
Gas produced from Company wells...............-. 1,180,700 1,106,160 1,332,994 teiid ZO 1,925,209 
Naturalieassmpontedsr sate ems ae omelette li 11,221,118 6,438,863 5,413,717 5,444,523 5,497,101 
INaturalcgasspurchased locallyeapeias sori ao (A)9,903,699 (A)9,347,258 7,167,220 5,287,298 4,651,227 
sl otalkallieacimamps ciestre tes or tats ver euevayelels rebate 22,305,517 16,892,281 13,913,931 12,503,834 12,073,537 
GaseintorstOrac chen mere Pier cuoci eo ramimeaenes states (A)8,022,283 (A)3,612,357 4,514,309 4,482,608 4,476,009 
Gasvoutiol. GLOLAGe mete nea ele esiayehg ake seelistiar se cen ctiots 5,458,074 2,527,191 4,913,331 4,234,136 3,227,648 
INeteasmnto or outlol()istorage amie entire nl. 2,564,209 1,085,166 (-) 399,022 248,472 1,248,361 
Total gas send out.......20:0:0eeeeeeee eee 19,741,308 15,807,115 14,312,953 12,255,362 10,825,176 
(Gg nA N ects Et ee ee 17,476,379 15,201,544 13,475,752 11,481,496 —- 10,060,883 
Gas loaned to other companies .................... 1,074,791 — = = = 
Com pany User sewn ool oye stevens e cer ol eyed on sten emencchaees a at 425,740 194,747 199,393 195,025 189,815 
Unbilled and unaccounted for, etc. ................. 764,398 410,824 637,808 578,841 574,478 
19,741,308 15,807,115 14,312,953 1272555302 10,825,176 
PEAK SD Av SOND OuT— Mi CoM BA espa sstens srs oie girs cesisns oie 216,609 123,658 94,846 82,935 69,985 
Gas WITHDRAWN FROM STORAGE ON 
(Braye |B YD e—aNy IK GAINES he ec nly ARG eo ocooame keene pe aioe 160,128 70,814 63,212 52,333 41,559 


Note A—Exclusive of 11.18 billion cubic feet of gas purchased in the field in 1957 and 


.18 billion cubic feet in 1958 and remaining in storage at year end. 


B.—DomINnIon NATURAL 


Fiscal years ended December 31 


1957 1956 1955 1954 1953 
Gas BALANCE—M.C.F. 

Natural gas produced from own wells............... 2,088,187 2,019,771 1,694,407 1,439,804 1,431,826 
Natural gas purchased locally: From Union Gas Co... 1,939,182 1,700,805 1,500,682 1,219,159 1,004,867 
From other producers. . 785,779 755,379 920,596 959,909 1,005,577 

ipnopane cas producedia.n. sss. aue.tee cee ss Geen oe 8,179 268 400 33 9,159 
Ole act producediM iA. cae pee ce ele Oe ce a ee ee 12S 723 7,630 3,409 1,260 
Wotalicasmmaderavailalyleomaenie ieee ne ete 4,822,602 4,476,946 4,123,715 3,622,314 3,452,689 
Motamierr wasealese... 4 vs. aes. syn u Oa eat 4,084,197 3,877,370 3,480,094 3,280,667 2,929,432 
Companyelsey weet tee one ee oe 43,751 42,498 47,755 44,020 42,750 
Unbilled and unaccounted for etc................... 694,654 557,078 595,866 297,627 480,507 
NCO EN sr cad OEMS ae a ee ie in Sr Eo 4,822,602 4,476,946 4,123,715 3,622,314 3,452,689 


Gas Supply — Natural gas production from Union Gas Company’s own wells totalled 1,180 million cubic feet 

in the fiscal year ended March 31, 1958 but, as can be seen above, accounted for only a small 
portion of the Company’s send out. Because of the large volume of natural gas now being purchased under 
contract, gas is produced from the Company’s wells only to the extent made necessary by competitive 
conditions in the producing fields and to meet any unusual operating conditions on the system. 


Natural gas is purchased locally under several contracts with independent producers operating gas wells 
in southwestern Ontario. 


In addition the Company has long term contracts with Ontario Natural for the purchase from it of 
natural gas as follows: 


1. By a 20-year contract (entered into by the Company) dated as of December 2, 1957 the Company is 
entitled to purchase up to 2 billion cubic feet of gas in each of the first and second years increasing 
progressively to 32 billion cubic feet in the 13th and subsequent years, and the Company is required 
to take or in any event pay for a minimum of 75% of the stated volume for each of the second and 
subsequent years. 


2. By a 20-year contract (assigned to the Company by Dominion Natural) dated as of December 2, 1957 
the Company is entitled to purchase up to 600 million cubic feet of gas in the first year increasing 
progressively to 4.3 billion cubic feet in the fifth and subsequent years and the Company is required 
to take or in any event pay for a minimum of 75% of the stated volume for each year. 


3. By a contract (assigned to the Company by Dominion Natural) dated March 31, 1953 and expiring 
April 1, 1970 (subject to sooner termination) the Company has contracted for varying annual volumes 
of gas not exceeding 2 billion cubic feet in any one year. 


In addition to the above contracts for the supply of natural gas to the Company, City Gas Company 
of London has entered into a 20-year contract dated as of December 2, 1957 with Ontario Natural whereby 
City Gas is entitled to purchase from Ontario Natural volumes of natural gas up to 4 billion cubic feet in the 
first year increasing progressively to 6 billion cubic feet in the 13th and subsequent years. City Gas is required 
to take or in any event pay for a minimum of 75% of the stated volume for each year. 


Natural gas is available to Ontario Natural from the following sources. 


1. PANHANDLE EASTERN PIPE LINE CompaANy—Under a 20-year agreement dated November 25, 1944 
(as amended) the Company receives 5.5 billion cubic 
feet of gas annually deliverable in the months of April to October inclusive which it in turn sells to Ontario 
Natural. 
Under an additional agreement dated April 21, 1954 (as amended), the following amounts of gas are 
contracted for by the Company, which has agreed to sell to Ontario Natural the volumes taken— 


During the contract year 


beginning November 1 Billion Cubic Feet 
US Ey Onan Te Od dig geo NR J (ioe. car I A a ATES 
LOS Baek os cadst denen ne 2 ROG MO a cadet be cea oo ok 1235 
LORY ee eae oat eee ERAS, 98 ad ee ee 13.5 
LOGO tee ian ab ccs A ace Pe eae A eR eat Os oe wn tnd ek 2 14.5 
106 and sttibsequentivenreulee, Means tensa it Codi nt vere 15:5 


Commencing November 1, 1958, during each contract year the Company is required to take or in any 
event pay for a minimum of 75% of the volume for the contract year. This contract is for a term of 20 years 
from November 5, 1956. However, the Company is entitled to terminate this contract one year after gas 
has become available from Trans-Canada Pipe Lines Limited under the contract hereinafter mentioned, 
provided that notice of termination is given on or before November 1, 1960, and it has been agreed with 
Trans-Canada that such right of termination will be exercised. 
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2. Trans-CANnaDA Prive Lines Limirep—Under a contract dated January 18, 1955 (as amended), 
between the Company and Trans-Canada which has been 

assigned by the Company to Ontario Natural, the latter is to receive for a period of 20 years from the date 
of first delivery annual volumes of gas increasing progressively up to 64 billion cubic feet. The volume in 
the year of first delivery depends upon the calendar year in which delivery first takes place. Ontario Natural is 
obligated to take or in any event pay for a minimum of 75% of the stipulated volumes for each contract year. 
Trans-Canada has advised that it expects to have gas available at the delivery point on or about November 1, 


1958, in which event Ontario Natural will commence to take gas under the contract on or about November 
1, 1959. 


Gas Reserves— Under date of June 3, 1958 Ralph E. Davis Associates, independent petroleum and natural 
gas consultants, reported on the sufficiency of gas to the Company and its wholly-owned sub- 
sidiaries, as follows: 


RALPH E. DAVIS ASSOCIATES 


CONSULTANTS 
PETROLEUM AND NATURAL GAS 


1238 COMMERCE BUILDING 
HOUSTON 


Union Gas Company of Canada, Limited June 3, 1958 
48 Fifth Street, 

Chatham, Ontario, 

Canada. 


Gentlemen: 


At your request, we have made a study of the natural gas reserves owned by or under contract to Union 
Gas Company of Canada, Limited (Union), including such reserves applicable to the properties acquired on 
April 15, 1958, by Union from Dominion Natural Gas Company, Limited. 


Union produces gas from its own reserves, purchases gas from local independent producers, and purchases 
gas from a wholly-owned subsidiary, Ontario Natural Gas Storage and Pipelines Limited (Ontario Natural). 


The gas available to Ontario Natural to meet its sales commitments is presently dependent on supplies 
obtained from Panhandle Eastern Pipe Line Company. In the future, Ontario Natural will be dependent almost 
entirely for its supplies on gas to be obtained from Trans-Canada Pipe Lines Limited. 


Reserves owned or controlled by Union from local sources are estimated at 134 billion cubic feet as of 
May 1, 1958. These reserves include 59 billion cubic feet available from company-owned wells and 75 billion 
cubic feet controlled by gas purchase contracts with local independent producers. 


Despite the intensive past exploration for oil and gas in southwestern Ontario new reserves continue to 
be found. It is expected that future drilling in this area will moderately increase the local supply of gas. 


Union and its wholly-owned subsidiary, City Gas Company of London (London), purchase gas from 
Ontario Natural under three contracts extending for a primary period ending January 1, 1978. 


The annual volumes of gas which Union and London are entitled to purchase under these contracts 
increase progressively and reach a maximum of 42.3 billion cubic feet in the year commencing January 1, 
1970, and thereafter. The maximum volumes of gas deliverable to Union and London over the remaining 
primary period of the contracts is 602 billion cubic feet. Under a further contract, Union is entitled to pur- 
chase from Ontario Natural a total of approximately 24 billion cubic feet over a period extending to April 1, 
1970. 


The volumes of gas available to Union and London as at May 1, 1958, are accordingly estimated to be 
as follows: 


@) Local feserves’ O Wied a space cs ar rep eee 59 billion cubic feet 
(in) ocal’reserves ulder COmtract.) a2) 426. a0 8¥ hea oe oe 75 billion cubic feet 
(iii) Volumes to be received under contracts with Ontario Natural........ _ 626 billion cubic feet 

Total schooner ea So BE ae ee 760 billion cubic feet 


Ontario Natural will obtain its gas requirements under the following contracts: 


(1) Contract between Trans-Canada Pipe Lines Limited (supplier) and Union Gas Company of Canada, 
Limited, dated January 18, 1955, as amended, and assigned by Union to Ontario Natural Gas 
Storage and Pipelines Limited as of December 2, 1957, and 

(2) Contract between Panhandle Eastern Pipe Line Company (supplier) and Union Gas Company of 
Canada, Limited, dated November 25, 1944, as amended. By agreement dated as of November 30, 
1957, Union sells to Ontario Natural Gas all gas purchased under this contract, and 

(3) Contract between Panhandle Eastern Pipe Line Company (supplier) and Union Gas Company of 
Canada, Limited, dated as of April 21, 1954, as amended. By agreement dated as of December 2, 
1957, Union sells to Ontario Natural Gas all gas purchased under this contract. 


The maximum volumes of gas deliverable to Ontario Natural under the said contracts after May 1, 1958, 
are approximately 1,113.3 billion cubic feet. In addition, Ontario Natural had in its storage pools on May 1, 
1958, 21 billion cubic feet of gas and is entitled to recover 1.4 billion cubic feet under gas exchange agreements. 


8 


Existing contracts, including those with Union and London, require Ontario Natural to sell and deliver 
over a period of 20 years from May 1, 1958, a maximum of 875 billion cubic feet of gas. 


We are generally familiar with the gas supply available to both Panhandle Eastern Pipe Line Company 
and Trans-Canada Pipe Lines Limited and are informed that, while deliveries of gas are currently being 
received in accordance with the terms of the Panhandle Company contracts, deliveries under the Trans- 
Canada contract, which are to continue for a minimum period of 20 years from date of first delivery, are 
expected to commence on or about November 1, 1959. Based upon this knowledge it is our opinion that each 
of these suppliers controls, or will be able to obtain in competition with others, gas supplies sufficient, and 
suitable from the standpoint of availability, to fulfil its obligations to supply gas under the respective above- 
mentioned contracts and for the terms thereof. 


We are familiar with the development and operation of the underground gas storage facilities of Ontario 
Natural and the prior operator, Union. In our opinion, the planned operation of these facilities will enable 
Ontario Natural to adequately meet its obligation to purchase, and to market, the volumes of gas required to 
be purchased by it under the above-mentioned contracts. 


Yours very truly, 


RatpH E. Davis ASSOCIATES 
(Signed) RALPH E. Davis 


Government Regulations and Gas Rates—The Ontario Fuel Board is authorized by The Ontario Fuel Board 

Act, 1954 to control and regulate production, storage, transmission, 
distribution, sale, disposal, supply and use of natural gas in Ontario and make orders in respect thereof. As 
provided in the Act, the Board may make orders fixing the rates, meter rentals and other charges to be paid 
by ultimate consumers of natural gas. 


Appliance Sales and Sales Promotion— The Company and its direct and indirect subsidiaries which distribute 

natural gas to customers are actively engaged in the sale of gas ap- 
pliances for space heating, cooking, water heating, refrigeration, etc. Adequately staffed appliance showrooms 
are maintained in all important centres in the franchise area to promote the sale of appliances and the use 
of gas. Sales promotion activities also include an employee training plan and a program of dealer co-operation 
aimed at encouraging dealers to promote the sale and installation of all types of gas appliances. With the 
large volumes of natural gas now available to the companies, these gas sales promotional activities are being 
extensively expanded. 


Capitalization 


The following statement of capitalization of the Company and its two wholly-owned subsidiaries 
is after giving effect to: 
(a) the issue of $12,500,000 First Mortgage and Collateral Trust Bonds, Series B, 
(b) the issue of $9,000,000 Debentures, 1958 Series, 


(c) the subdivision of the presently authorized 1,000,000 shares without par value into 5,000,000 shares and the increase of author- 
ized capital to 6,000,000 shares without par value by supplementary letters patent, application for which has been authorized 
by the board of directors subject to confirmation by the shareholders at the annual and special general meeting to be held on 
June 19, 1958. 


FUNDED DEBT: 


Union GAs COMPANY OF CANADA, LIMITED Outstanding 
First Mortgage and Collateral Trust Bonds: (1) 

Ae poinicing Lund Bondsy Seriestadicwlylanch, tam! OS eame rine fs sn. 2s as oe oh ne eioccn shee $ 6,350,000 

ao meal pBondse Series) By due December lOOlmtom SOG mm). 2). 8s. 2e ste dee 3,500,000 

Ooesinkaine Func. Bonds oenessByctiel)ecem bere LO /anmenneetnes 25. ene. ere tere 9,000,000 

Debentures: (1) 

ey sual Sunkeg JO obaval IDfalelsougdiaes Chor |fevaibeyny I), WOES: . vo goose ook oe oe ee mR Ore neo ee mes E 8,000,000 

5% Serial Debentures, 1958 Series, due December 1, 1961 to 1968 .......................... 2,400,000 

Sov ooilkineg Mund: Debentures, 195Siseries,;dueWecember 1.1977 o2.sc0. 2.8 eaee = ae on yeaa 6,600,000 


ONTARIO NATURAL GAs STORAGE AND PIPELINES LIMITED 
First Mortgage Bonds: (1) 


pA obirse Mortcageroinkine Hund) Bondsdue January, 15919 7/S8iae. sen eo ae- eek es oes 20,000,000 
CAPITAL STOCK: 
Sharesnulshoumpanmsya lines autnormzec yo OO0.000rsiia ies) leet erie mmeree ieee rsa-vorun at arate aa 4,413,750 shs. 


(1) Additional bonds and debentures may be authorized and issued subject to the provisions of the Trust Deeds and the Trust 
Indenture respectively. 


Purpose of Issue 
The net proceeds from the sale of the bonds of this issue, together with the net proceeds from the con- 
temporaneous sale of the 1958 Series Debentures, will be used as to approximately $12,000,000 in repayment 
of bank and other indebtedness and as to the balance for general corporate purposes. The said indebtedness 
was incurred in connection with the purchase of certain of the properties of Dominion Natural Gas Company, 
Limited referred to herein. 


Security 


In the opinion of counsel, the bonds of this issue will be direct obligations of the Company and will rank 
pari passu and be secured equally and ratably (except as to sinking funds) with the Series A Bonds. The 
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Series A Bonds were issued under the provisions of a Deed of Trust and Mortgage dated as of March 1, 
1953 executed by the Company in favour of The Canada Permanent Trust Company, as Trustee. The bonds 
of this issue will be issued under the provisions of the said Deed of Trust and Mortgage and of a Supple- 
mental Deed of Trust and Mortgage to be dated as of June 1, 1958 and to be executed by the Company in 
favour of the said Trustee. The said Deed of Trust and Mortgage and Supplemental Deed of Trust and 
Mortgage and certain other deeds or instruments supplemental or ancillary to the said Deed of Trust and 
Mortgage are hereinafter sometimes collectively called the Trust Deed. The Trust Deed will constitute, in the 
opinion of counsel: 


(1) a first fixed and specific mortgage and charge (subject to the exceptions hereinafter referred to) on— 


(a) lands owned by the Company and the buildings, fixed plant, fixed machinery and fixed 
equipment thereon; 

(b) the right, title and interest of the Company in certain additional lands and rights of way 
held for pipeline purposes; 

(c) the transmission and distribution pipelines and systems of the Company and all pipes, valves, 
gauges, meters and other apparatus comprised therein or pertaining thereto; 

(d) 20,000 shares (par value $20) in the capital stock of City Gas Company of London, 476,000 
shares (without par value) in the capital stock of Ontario Natural Gas Storage and Pipelines 
Limited (such shares being all the outstanding shares in the capital stock of those respective 
companies) and $6,000,000 principal amount of 544% Sinking Fund Debentures due January 
15, 1979 of Ontario Natural Gas Storage and Pipelines Limited; and 

(e) the two principal gas purchase contracts dated as of December 2, 1957 entered into by or 
assigned to the Company and more specifically referred to under the heading ‘‘Gas Supply” 
of this prospectus; and 


(2) a first floating charge under the laws of Ontario upon the undertaking and all other property and 
assets, present and future, of the Company; 


subject, as regards the specific charge, to appropriate provisions with respect to the dealing with, retention, 
use, disposition and release from such specific charge of property subject thereto, and as regards the floating 
charge, to customary provisions permitting dealing with the undertaking, property and assets of the Company 
in the ordinary course of business and the carrying on of same. The Company’s interest in certain production 
and storage assets are subject to release from the charge of the Trust Deed in the event of the sale thereof 
to a Pledged Subsidiary. 


In the event of the Company acquiring additional freehold lands or transmission or distribution pipelines 
or systems, the Trust Deed requires that they be subjected to the specific mortgage and charge thereof. 


Certain plant and equipment formerly used for the manufacture of gas and no longer required in the 
present operations of the Company are not subjected to the fixed and specific mortgage and charge of, but 
are subject to the floating charge of, the Trust Deed and, insofar as the pipelines of the Company are laid in 
public or quasi-public lands pursuant to franchise, licence or agreement, the Company’s interest in such 
instruments is likewise subject only to the floating charge. 


Issue of Additional Bonds 


Under the Trust Deed, in addition to the Series A Bonds and the bonds of this issue, additional bonds 
may be created and issued in one or more additional series not exceeding in aggregate principal amount— 


(a) 60% of available property additions (as defined in the Trust Deed) acquired or constructed by the 
Company after March 31, 1953, and 

(b) the principal amount of first mortgage bonds of a Pledged Subsidiary, which bonds have been acquired 
by the Company and are not more than 60% of available property additions of such Pledged 
Subsidiary, limited in the case of City Gas Company of London to additions acquired or constructed 
after March 31, 1953. 


The Trust Deed also contains provisions for the issue of such additional bonds in anticipation of the 
acquisition or construction of property additions by the Company or a Pledged Subsidiary and for the issue 
of refunding bonds. 


The right of the Company to issue such additional bonds is subject to the requirement that Consolidated 
Earnings Available for Bond Interest for two out of the preceding three fiscal years of the Company shall be 
at least 214 times the annual interest requirements of all bonds to be outstanding after such issue. 


Certain Covenants 


The Company will covenant in the Trust Deed, among other things, substantially to the effect that so 
long as any of the bonds of this issue are outstanding: 


(a) it will not create or issue any additional bonds of which the mandatory retirement provisions (by 
maturities, serial or otherwise, and/or by sinking fund) would, in any twelve-month period while 
bonds of this issue are outstanding, retire a greater percentage of the issued principal amount of such 
additional bonds than the percentage of principal amount of bonds of this issue which the Company 
is required to retire through serial maturities or sinking fund in the same period, unless prior to the 
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issue of such additional bonds the Company shall covenant with the Trustee to increase to such 
greater percentage the principal amount of bonds of this issue required to be retired in each such 
twelve-month period; provided that the provisions of this clause shall not apply to any additional 
bonds up to an amount equal to 25% of the total principal amount of all first mortgage bonds of the 
Company to be outstanding after the issue of such additional bonds; 


(b) it will not make any distribution (as defined in the Trust Deed) to its shareholders unless: 
(i) the amount of undistributed consolidated net earnings (computed as provided in the Trust 
Deed) is at least sufficient to provide for such distribution; and 
(ii) the amount of consolidated net current assets (computed as provided in the Trust Deed) 
exceeds $1,000,000 by an amount sufficient to provide for such distribution; 
subject to an appropriate provision to permit the Company to pay dividends on and meet sinking fund re- 
quirements in respect of preference shares. 


Definitions 
The Trust Deed contains definitions (among others) substantially as follows: 


“Subsidiary” means a corporation of which more than 50% of the outstanding voting stock is at the time 
owned directly or indirectly by or held for the Company and/or by or for any one or more Subsidiaries, 
provided that the ownership of such voting stock confers the right in all circumstances to elect at least a 
majority of the board of directors of such corporation; 


‘wholly-owned Subsidiary,” means a corporation of which at least 95% of the outstanding capital stock 
(or of each class thereof if more than one) is at the time owned directly or indirectly by or held for the Com- 
pany and/or by or for any one or more wholly-owned Subsidiaries; 


“Pledged Subsidiary’? means a Subsidiary all of whose shares, bonds and other securities at the time 
owned by the Company form part of the Specifically Mortgaged Premises; 


“Consolidated Net Earnings’”’ means the income from all sources (but not including gains or losses on 
the sale or disposal of capital assets or investments) of the Company and all wholly-owned Subsidiaries 
computed on a consolidated basis in accordance with generally accepted accounting practice after charging 
or making provision acceptable to the Company’s Auditors for interest, amortization of bond discount and 
expense, taxes on income or profits, depreciation on depreciable properties, plant and equipment and for all 
other expenses of operation (including natural gas development costs to the extent actually charged by the 
Company against revenue) and administration; 

“Consolidated Earnings Available for Bond Interest’’ for any period means an amount computed by 
determining the Consolidated Net Earnings for such period and adding thereto all amounts paid or provided 
for interest on the Bonds, amortization of bond discount and expense, and taxes on income or profits to the 
extent that they have been deducted in determining such Consolidated Net Earnings. 
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Union Gas Company of Canada Limited 


(Incorporated under the laws of Ontario) 
and its wholly-owned subsidiaries 


Consolidated Balance Sheet and Pro Forma Consolidated Balance Sheet 


March 31, 1958 


Assets 
PROPERTIES AT Cost: 
Distribution systems, transmission lines, gas wells and gathering lines, gas storage facilities, 
landfandiiuildines*etonmene see cee dee ae ania clo citcair tats katara tenia he i nen eet: 
Less accumulated depreciation 


Base pressure gas in underground storage held to maintain operating well head pressure....... 


INVESTMENT IN SUBSIDIARY AND ITS SUBSIDIARY: 


United Fuel Investments, Limited —89,902 common shares of no par value—at cost (Note 1).. 
414% First Mortgage Bonds of Hamilton By Product Coke Ovens Limited due December 1, 
1959—at cost 


CuRRENT ASSETS: 


Short term investments—at cost (market value $4,642,554). 1.2.2... 0... ee eee eee eee eee 
Accounts receivable from sale of gas and merchandise, less allowance for doubtful accounts... . 
Inventories of appliances and materials for resale—valued at the lower of cost or market...... 
Gas in underground storage and receivable, available for current sale—at cost...........-. 


DEFERRED AND OTHER ASSETS: 
Stores and spare equipment—at cost 
Mortgages'’and agreements {On salem eames cine aici arsed orale cere tee eta eg eh cish gn edan 
Prepaidiexpensess ClO mee cle senate neo Ce cnain uc etenee tenet) Stet ete ee ot Nan Mev anatotanate A 


Discount and expenses on issues of funded debt—balance to be amortized in future years...... 
Gas in underground storage and receivable, dedicated to or delivered under gas exchange 
ALEC] TION aioe se lore. eel ele rival ove) evn ol olpol lal oMotcol faites =f) ai'ay wnvelte Co snjicvicr'=t e(te}inlis.06 > Ko tegimiipyge) = helio Reb sien e Aala terre ht mea RSs 


SHAREHOLDERS’ EQuity: 
Capital stock (Note 2) 
Authorized: 


1,000,000 shares without any nominal or par value 
Issued: 


SIP AV ESO NCloE-Na eg od Haan OOS hbo a boo On mOOI ee Be Reon Oo oMoD oom omamc SSA ads 108 tac 
Accumulated earnings retained for use in the business (Note 3)............+..00-0++ 0005 


Liabilities 


Contributions in aid of construction 
Funded debt (Note 4) 
Deposit held under gas exchange agreement..............5 sere eee e eee tee tet teees as 
Accumulated income tax reductions applicable to future years.........-.. sees eee ee eee etree 
CuRRENT LIABILITIES: 
Accounts payable and accrued charges including meter and special line deposits. .........- 
Dividendipayablevec: css somaieiee ne eickue eeeasien aes Oe ese he sleek Res 
Estimated income and other taxes payable............. 06 see eee e eect rete eee 
Accruediimterest Om Himcded cel tema eeuemreren ae ie teitie iets ere ere terete hose nnn 
Mortgage bond sinking fund instalments due March 1, 1959.............--- +--+ see eeeeeee 


Approved on behalf of the Board: 
(Signed) Davip P. Rocers, Director 
(Signed) T. WerR, Director 
See notes to Consolidated and Pro forma Consolidated Balance Sheets on following page. 


Auditors’ Report 
To the®Directors of 
Union’.Gas Company of Canada, Limited. 


Pro forma 
consolidated 
Consolidated balance 
balance sheet 
sheet (Note 7) 
$60,443,170 $ 75,693,170 
11,534,806 11,534,806 
$48,908,364  $ 64,158,364 
3,343,407 3,343,407 
$52,251,771 $ 67,501,771 
$ 2,048,661 $ 2,048,661 
500,000 
$ 2,048,661 $$ 2,548,661 
$ 6,419,392  $ 10,306,796 
4,622,876 4,622,876 
3,616,361 4,399,345 
332,857 405,108 
1,237,693 1,237,693 
$16,229,179 $ 20,971,818 
$ 2,219,769 $ 3,153,948 
32,118 32,118 
190,098 237,067 
688,604 1,386,604 
1,646,476 1,646,476 
$ 4,777,065 $ 6,456,213 
$75,306,676 $ 97,478,463 
$20,938,286  $ 20,938,286 — 
12,913,438 12,913,438 
$33,851,724  $ 33,851,724 
$ 149,607 §$ 149,607 
$33,900,000 $ 55,400,000 
$ 2,106,000 $ 2,106,000 
$ 715,696 § 715,696 
$ 2,344,136 $ 2,950,324 
353,100 353,100 
1,100,522 1,166,121 
335,891 335,891 
450,000 450,000 
$ 4,583,649 $ 5,255,436 
$75,306,676 $ 97,478,463 


We have examined the consolidated balance sheet and pro forma consolidated balance sheet of Union Gas Company of Canada, 


Limited and its wholly-owned subsidiaries as at March 31, 1958. 


Our examination included a general review of the accounting 


procedures and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 
In our opinion, the accompanying consolidated balance sheet presents fairly the financial position of the companies as at March 
31, 1958. In our opinion also the accompanying pro forma consolidated balance sheet presents fairly the financial position of the 


companies at the same date, after giving effect to the changes set forth in Note 7. 


Toronto, Canada 
June 10, 1958. 
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(Signed) CLARKSON, GORDON & Co. 


Chartered Accountants. 


Union Gas Company of Canada, Limited 
and its wholly-owned subsidiaries 


Notes to Consolidated and Pro Forma Consolidated Balance Sheets 
March 31, 1958 


(1) Unrrep Fue, INvesTMENTS, LrmiTED, A NON-CONSOLIDATED SUBSIDIARY— 
(a) The assets and liabilities of United Fuel Investments, Limited and its subsidiaries are not consolidated with those of 
Union Gas Company of Canada, Limited because of the substantial minority interest in that company, but a consolidated 

balance sheet of the subsidiary is shown separately on page 16 of this prospectus. 

(b) The parent company’s share of the undistributed profits of the above subsidiary earned since the acquisition of a control- 
ling interest in the subsidiary in October, 1950, amounted to $1,040,951 to March 31, 1958. This amount has not been 
taken into the accounts of Union Gas Company of Canada, Limited. 

(2) CariraL StocK— 

Subsequently to March 31, 1958, the directors have passed a special resolution subject to confirmation at the annual and 

special general meeting of shareholders on June 19, 1958 authorizing an application for supplementary letters patent sub- 

dividing the presently authorized 1,000,000 shares without par value into 5,000,000 shares and increasing the authorized 
capital to 6,000,000 shares. If supplementary letters patent are granted the presently issued 882,750 shares will be subdivided 
into 4,413,750 shares. 

(3) ACCUMULATED EARNINGS RETAINED FOR USE IN THE BUSINESS— 

Under certain conditions of the trust indenture providing for the issue of the 534% sinking fund debentures, not more than 

$4,413,882 of the accumulated earnings retained for use in the business as at March 31, 1958 were available for payment 

as dividends. 
(4) FuNDED DEBT— 


Details of this debt as at March 31, 1958 are as follows: Consolidated feed 
balance balance 
sheet sheet 
Union Gas CoMPANy OF CANADA, LIMITED: 
First Mortgage and Collateral Trust Bonds 
434% Sinking Fund Bonds, Series A, due March 1, 1968 
Outstanding gee twigs pape cave aan en emer OTe oe tore AAs $ 6,538,000 $ 6,538,000 
Less cash in hands of trustee for bond redemptions on April 1, in compliance with 
PHERT LUST EC COG Beas eee ee Cr nee eae Ge gee Satie Sener yore 188,000 188,000 
$ 6,350,000 $ 6,350,000 
Deduct sinking fund instalment due March 1, 1959 shown asa current liability .... 450,000 450,000 
$ 5,900,000 $ 5,900,000 
434% Serial Bonds, Series B, due December 1, 1961-1968....................---- 3,500,000 
5% Sinking Fund Bonds, Series B, due December 1, LOU Tommie heer tee, tates. eg 9,000,000 
$ 5,900,000 $18,400,000 
Union Gas CoMPANY OF CANADA, LIMITED: 
Debentures 
534% Sinking Fund Debentures due January 15, 1975................--..---5-- $ 8,000,000 $ 8,000,000 
5% Serial Debentures, 1958 Series, due December 1, 1961-1968.................. 2,400,000 
514% Sinking Fund Debentures, 1958 Series, due December 1, TROT s eit Re, ores ae 6,600,000 
$ 8,000,000 $17,000,000 
OnTarIo NATURAL GAs STORAGE AND PIPELINES LIMITED: 
First Mortgage Bonds 
544% Sinking Fund Bonds, due January 15, 1978...................-..+..++.-: $20,000,000 $20,000,000 
otalsiunded debtm per: palancersh Ce ts \memsp an ttert tr ete tte teletetet ter tae eeg- P20) Pui eee $33,900,000 $55,400,000 


(5) Gas PurcHasE ConTRACTS— 


The Company is a party to a number of gas purchase agreements under which it is entitled to receive gas as follows: 


(i) By contract dated April 21, 1954, as amended, Panhandle Eastern Pipe Line Company has agreed to sell to Union 
annual amounts of natural gas ranging up to 15.5 billion cubic feet in the contract year beginning November 1, 1961. 


Union is obligated to take or pay for a minimum of 75% of the contract volumes after Novemb 


er 1, 1958. The contract 


is for a term of 20 years from November 5, 1956, but Union is entitled to terminate it one year after gas becomes avail- 
able from Trans-Canada Pipe Lines Limited provided that notice of termination is given by November 1, 1960. Union 


has agreed with Trans-Canada that it will exercise such right of termination. 


(ii) By contract dated January 18, 1955, as amended, Trans-Canada Pipe Lines Limited has agreed to sell to Union annual 
amounts of gas increasing progressively up to 64 billion cubic feet. The contract is for a term of 20 years from the date 
of first delivery. Union is obligated to take or pay for 75% of the stipulated volume for each contract year. It is anti- 


cipated that deliveries of gas under this contract will commence about November 1, 1959 in whi 


ch event the stipulated 


maximum volume of deliveries for the first year will be 20.5 billion cubic feet. This contract has been assigned by Union 


to Ontario Natural Gas Storage and Pipelines Limited. 


(iii) By a number of other contracts the Company is obligated to purchase approximately 15 billion cubic feet of gas each year. 


(6) CAPITAL EXPENDITURES— 


In addition to the acquisition of certain of the properties and related assets of Dominion Natural Gas Company, Limited 
reflected in the pro forma consolidated balance sheet, capital expenditures of approximately $15,000,000 are presently 


contemplated for the fiscal year ending March 31, 1959. 
(7) Pro FORMA CONSOLIDATED BALANCE SHEET— 
The pro forma consolidated balance sheet gives effect to the following: 


(a) The purchase from Dominion Natural Gas Company, Limited, on April 15, 1958 of its gas distribution system, trans- 
mission lines, gas wells, etc., and the concurrent resale to Provincial Gas Company, Limited of a portion of the property 
so acquired, at a net cost of $15,250,000 (including estimated acquisition expense of $83,652); the purchase of current 
and other assets related to such operations totalling $1,846,733; and the assumption of certain current liabilities of that 


company aggregating $671,787 in part payment of the purchase price. 


(b) The purchase of $500,000 414% First Mortgage Bonds of Hamilton By Product Coke Ovens, 


Investments, Limited for $500,000. 


(c) The sale to underwriters of $12,500,000 First Mortgage and Collateral Trust 434% 


Bonds, Series B, for $12,115,000 and $9,000,000 5% Serial and 514% Sinking Fund Debentures, 


$8,787,000 and the payment of estimated expenses of $100,000 in connection therewith. 


13 


Limited from United Fuel 


Serial and 5% Sinking Fund 
1958 Series, for 


Union Gas Company of Canada, Limited 
and its wholly-owned subsidiaries 


Statement of Consolidated Earnings 
for the ten years ended March 31, 1958 


Earnings from 


operations and Earnings 
investment income before 
Gross revenues before depreciation, interest 
Year ended derived from interest and taxes expense and Interest Taxes on 
March 31 sale of gas on income Depreciation taxes on income expense income Net earnings 
(Note 1) (Note 2 ) (Note 3) 
1949 Bera ye es $ 5,705,458 $1,946,044 $ 684,774 $1,261,270 $ 87,075 $ 473,876 $ 700,319 
1OS Ose aa 6,575,375 2,447,745 684,605 1,763,140 712525 701,441 990,174 
OS ISEA peo aea 8,223,290 3,296,897 711,542 2,585,355 57,788 1,152,901 1,374,666 
(TBS Rey el Ea aah 8,652,138 3,063,209 706,522 2,356,687 93,947 1,085,295 1,177,445 
OS S eae oie he 9,086,030 3,733,240 711,494 3,021,746 199,291 SO 1,585,063 
LO Say ras fh 10,417,505 4,058,081 707,305 3,350,776 389,534 1,213,980 1,747,262 
LOSS Oren. 11,756,182 4,621,705 747,300 3,874,405 386,695 1,553,470 1,934,240 
MOS Boe ox 13,290,429 4,757,497 782,339 3,975,158 381,883 1,590,994 2,002,281 
LOS saaear ini ack 14,816,089 5,521,298 847,140 4,674,158 460,322 1,851,881 2,361,955 
LO DS erties ere 16,871,786 6,772,003 1,072,366 5,699,637 675,538 2,463,000 2,561,099 


Notes: 


1. Dividends of $89,892 in each of the years 1952 to 1956 and $89,902 in 1957 and 1958 received from United Fuel Investments 
Limited, a non-consolidated subsidiary, have been included in the earnings set forth above. The earnings of United Fuel Invest- 
ments, Limited and its subsidiaries are not consolidated with those of Union Gas Company of Canada, Limited because of the 
substantial minority interest in that company but a statement of its consolidated earnings is shown separately on page 17 of 
this prospectus. 


2. As at April 1, 1954 the property accounts of the company, which had formerly been shown partly at appraised values, were 
restated on a cost basis, including overhead costs which were applicable to property additions in the period 1929 to 1947 but which 
had been written off in those years. In calculating the annual depreciation provision for 1955 and subsequent years rates approved 
by Stone & Webster Engineering Corporation were applied to these revised cost figures. Had the depreciation provisions for all 
years prior to 1955 been recalculated on the basis of these rates applied to cost figures for properties, the resulting annual pro- 
visions would have been less than the amounts of depreciation actually provided in the accounts in every year except 1952, but 
in no year would the difference have exceeded 8% of the amount shown. 


3. Provisions for taxes on income reflect Federal assessments for all years except that ending March 31, 1958 which reflects the 
company’s estimate of tax payable, Certain of these assessments are under appeal by the company. 


From 1953 on the company and its subsidiaries have been able to claim for tax purposes capital cost allowances and drilling 
expenditures on productive wells in amounts greater than the depreciation recorded in the accounts in those years. The provision 
for taxes on income from 1955 on has been computed without reflecting the resulting tax reductions which in the aggregate amount 
to $715,696 (1955—$149,052; 1956—$49,279; 1957—$71,999; 1958—$445,366). These amounts will be restored to income in 
those future years when the depreciation recorded in the accounts will be greater than the amounts which may be claimed for 
tax purposes. The accumulated differences are shown in the balance sheet under the caption ‘‘Accumulated income tax reductions 
applicable to future years.”’ 


To the Directors of 
Union Gas Company of Canada, Limited: 


We have examined the statement of consolidated earnings of Union Gas Company of Canada, Limited and its wholly-owned 
subsidiaries for the ten years ended March 31, 1958. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying statement, when read with the footnotes thereto, presents fairly the consolidated earnings of 
Union Gas Company of Canada, Limited and its wholly-owned subsidiaries for the ten years ended March 31, 1958. 
Toronto, Canada, (Signed) CLARKSON, GORDON & Co. 
June 10, 1958. Chartered Accountants. 


The aggregate maximum annual interest charges on the $18,850,000 principal amount of First Mortgage 
and Collateral Trust Bonds, Series A and Series B, of the Company and the $20,000,000 principal amount of 
First Mortgage Sinking Fund Bonds of Ontario Natural Gas Storage and Pipelines Limited to be outstanding 
upon completion of the present financing will amount to $1,967,875. 
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Earnings of Dominion Natural Gas Company, Limited 


The following statement of earnings of Dominion Natural Gas Company, Limited for the ten years and 
three months ended March 31, 1958 has been examined by Arthur Young & Company, independent public 
accountants, whose report with respect thereto appears below. As set out elsewhere in this prospectus, Union 
has acquired approximately 78% of the properties of Dominion Natural Gas Company, Limited. The 
earnings of Dominion shown below are not necessarily indicative of the earnings which may accrue to 
Union upon its acquisition of such properties from Dominion. 


Dominion Natural Gas Company, Limited 


Statement of Earnings 
For the Ten Years and Three Months ended March 31, 1958 


Gross Earnings 
revenues from operations Earnings 
from sales and interest before 
of gas and income before interest 
crude oil, depreciation, expense 
and other interest and Taxes 
Year ended operating expense and Depre- taxes on Interest on Net 
December 31 revenue taxes on income ciation income expense income earnings 
(Note 1) (Notes 2 and 3) 
1OAS ee ae 2,040,029 $ 527,641 $362,236 $ 165,405 $11,980 $ — $153,425 
ROAOMAe sees 2,979,874 557,212 364,643 192,569 53,469 i 139,100 
HOS Oreos. bee a B52 1,013 959,672 362,315 597,357 44,200 10,929 542,228 
OS TEES ot aie aad G5 50N35 773,568 364,645 408,923 37,256 133,665 238,002 
WGP ok Woleas ae 4,227,993 1,446,476 395,461 1,051,015 33,548 S039) 640,072 
OS 5 ORb ci tars oe ty 4,235,281 PZT O 406,737 864,770 32,269 179,773 652,728 
OS AF othe, o csois 4,686,637 1,411,648 392,084 1,019,564 27,061 312,680 679,823 
ROIS ds ae eee 4,904,570 1,427,832 418,630 1,009,202 21,707 341,684 645,811 
OS Omega fas: SET e sey | 1,912,667 432,552 1,480,115 16,695 513,687 949,733 
MOS ier Greg ines Sil Xo Sal 2,023,577 483,292 1,540,285 24,679 544.690 970,916 
Three months 
ended March 
31, 1958 
GNoter3)e... 2,432,691 1,081,233 118,519 962,714 11,076 392,000 559,638 
Notes 


1. For income tax purposes, Dominion has availed itself of statutory deductions for drilling expenditures on productive wells and 
depletion, which vary from year to year. 


2. Special credits made directly to earned surplus and not included in earnings during the period were as follows: 1950—Gain on 
sale of investment (no dividends received in 1948-1950) —$946,832; 1956—Gain on sale of land—$69,358. The net income for 
the year 1950 differs from that previously reported in Dominion’s annual financial statements as a result of the retroactive 
reclassification of a tax refund of $140,150 received in that year applicable to 1947 and prior. 


3. Because of the seasonal nature of Dominion’s business, the earnings for the three months ended March 31, 1958 are not indicative 
of earnings for a full year. In addition, taxes on income are computed on a going concern basis without recognition of the fact 
that the operating properties will have been sold before the end of the taxation year. 


The Board of Directors, 
Dominion Natural Gas Company, Limited: 


We have examined the accompanying statement of earnings of Dominion Natural Gas Company, Limited for the ten years and 
three months ended March 31, 1958. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 


In our opinion, the statement of earnings mentioned above presents fairly the summarized results of operations of Dominion 
Natural Gas Company, Limited for the ten years and three months ended March 31, 1958, in conformity with generally accepted 
accounting principles applied on a consistent basis during the period. 


New York, New York, (Signed) ARTHUR YOUNG & COMPANY 
May 22, 1958. 
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United Fuel Investments, Limited 
(Incorporated under the laws of Canada) 
and its wholly-owned subsidiaries 


Consolidated Balance Sheet and Pro forma Consolidated Balance Sheet 


March 31, 1958 


Assets 
PROPERTY: 
Gas and coke manufacturing plants, distribution systems, transmission lines, land, buildings, 
franchises, rights; etc.——at Cost. :... os: eee ee eee ae i ee | ee 
(Messiaccumulated depreciation. a5, eae 4. eek CR Oe oe Ee eee 


Premium padsonsacquisiion Of stlbsidia.ye com pallecn ett lar iain tn =a ies 


CURRENT: 
Cars hilee. hp cits Si a ees Ais 5 ea Toe, a 


DEFERRED AND OTHER ASSETS: 
Huncdsion deposit with tnusteestom pond holders seer tacit Ci tian ee 
Stores and spatesequipmenty sch aecne ase eres ae ees oe ras cee ee ne 
Prepaid expenses and deferredichargeseey ee en ee oe eee ee 
Balances to be amortized in future years— 
Natural gas'con version’ Costsae meme mem ttck sent oni om foe i eta. ee 
Discount/and expenses onussuesol tundedidebt; 9...) san) ee oe eee 


Liabilities 
SHAREHOLDERS’ EQuiItTY: 
Capital (Note 1)— 
Class ‘‘A’’ 6% cumulative preference shares of $50 each— 
Authorized andsissued——90;000kcharces sees seen eee ne 
Class ‘‘B’’ non-cumulative preference shares of $25 each— 
“Auchorizediandioutstanding= 09,09 lshares sitet tn tne ee 
Common shares of no par value— 
Authorized:andtissued——90)O00/isharecmem ie: rarceieiier casei rie ree eee 
Contributed surplus arising from discount on redemption of Class ‘‘B”’ preference shares... . 
Accumulated earnings TetaineditomiscennetnelOUSiTlessr a: nm ee fares naar a) anaes nantaa 


Funvep Dest (Note 4): 
First collateral mortgage serial and sinking fund bonds—authorized $5,500,000 of which origi- 
nally issued $4,500,000 
Outstanding—4% Sinking Fund Series ‘‘A’’ due December 1, 1959..................... 
54% First Mortgage Sinking Fund Bonds of United Gas Limited due October 1, 1977..... 
414% First Mortgage Bonds Series ‘“‘A”’ of Hamilton By Product Coke Ovens, Limited due 
Decemiber 1 195955, re hes hart eee ea ae tee we Ge ent, a i ee 


DEFERRED: 
Accumulated tax reductions applicable to future years..................00002..00-- 0002s 
CURRENT: 
Bank indebted nesses yncoc thos Cee ete OORT ETO ERAT shoe Oe en eee 
ACcOUNtSspayableiand accruedicliarg cater rare tittle tent tt et nr eon ee en 
[Income and other taxes payables arene ie ean eee en ie ee ee 
Dividend payablecanacciacle He ee ok ee OL eis. 8G cee a ee ee 


Approved on behalf of The Board: 
(Signed) Davin P. Rocrrs, Director 
(Signed) T. WEtR, Director 
See notes to Consolidated and Pro forma Consolidated Balance Sheets on following page. 


Auditors’ Report 
To the Directors of 
Union Gas Company of Canada, Limited: 


Pro forma 
Consolidated Consolidated 
Balance balance 
sheet sheet 
(Note 4) 
$16,509,435 $16,509,435 
8,032,083 8,032,083 
$ 8,477,352 $ 8,477,352 
4,079,955 4,079,955 
$12,557,307 $12,557,307 
$ 145,293 $ 3,860,386 
929,533 929,533 
828,724 828,724 
296,817 296,817 
$ 2,200,367 $ 5,915,460 
$ 418,564 
164,560 $ 164,560 
50,186 50,186 
694,890 694,890 
37,300 186,250 
$ 1,365,550 $ 1,095,886 
$16,123,224 $19,568,653 
$ 4,500,000 $ 4,500,000 
1,742,225 1,742,225 
50,000 50,000 
417,220 417,220 
4,463,238 4,446,798 
$11,172,683 $11,156,243 
$ 1,990,000 
$ 6,500,000 
500,000 
$ 1,990,000 $ 7,000,000 
$ 1,548,131 
670,126 $ 670,126 
295,084 295,084 
67,500 67,500 
$ 2,580,841 $ 1,032,710 
$16,123,224 


$19,568,653 


__ We have examined the consolidated balance sheet and pro forma consolidated balance sheet of United Fuel Investments, 
Limited and its wholly-owned subsidiaries as at March 31, 1958 and the statement of consolidated earnings for the ten years ended 
March 31, 1958. Our examination included a general review of the accounting procedures and such tests of accounting records and 


other supporting evidence as we considered necessary in the circumstances. 
In our opinion— 


(a) the accompanying consolidated balance sheet presents fairly the financial position of the companies as at March 31, 1958; 
(b) the accompanying pro forma consolidated balance sheet presents fairly the financial position of the company at the same 


date after giving effect to the changes set forth in Note 4; 


(c) the accompanying statement of consolidated earnings, when read with the notes thereto, presents fairly the earnings of the 


companies for the ten years ended March 31, 1958. 


Hamilton, Canada, 
June 10, 1958. 
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(Signed) CLARKSON, GORDON & Co. 


Chartered Accountants. 


United Fuel Investments, Limited 
and its wholly-owned subsidiaries 


Notes to Consolidated and Pro forma Consolidated Balance Sheets 
March 31, 1958 


1. CAPiraL STOCK— 


The Class ‘‘A’’ preference shares are redeemable at the option of the company or by purchase in the open market for cancella- 
tion at a price not exceeding $60. 

The Class ‘‘B”’ preference shares are non-voting and have a preference only on winding up. They participate pro-rata with the 
common shares in any payment of dividends over and above the cumulative preferential dividends payable on the Class “A” 
preference shares. The Class “‘B’’ preference shares are redeemable only through purchase for cancellation by the company 
in the open market at a price not exceeding $30. 


2. FuruRE CAPITAL EXPENDITURES— 


At March 31, 1958 the companies had authorized further expenditures of $3,000,000 for the expansion of gas distribution and 
other facilities. 


3. NATURAL GAs CONTRACTS— 


By contract dated December 2, 1957, United Gas Limited, a wholly-owned subsidiary company, has agreed to purchase from 
Ontario Natural Gas Storage and Pipelines Limited annual amounts of natural gas ranging from 4.25 billion cubic feet in the 
calendar year 1958 to 14.5 billion cubic feet in the calendar year 1970 and subsequent years. United Gas Limited is obliged 


to take or in any event pay for a minimum of 75% of the stipulated volume for each contract year, less such quantities as may 
be purchased under an existing contract with Niagara Gas Transmission Limited. 


4, PRO FORMA BALANCE SHEET— 


The accompanying pro forma balance sheet reflects the following: 


(a) The issue and sale to A. E. Ames & Co. Limited, since March 31, 1958, by a subsidiary company, United Gas Limited, of 
$6,500,000 514% First Mortgage Sinking Fund Bonds dated April 1, 1958 and maturing October 1, 1977 for $6,353,750, 
and the payment of estimated expenses in connection therewith, $40,000; 


(b) The retirement of the bank indebtedness; 


(c) The sale to a subsidiary of Union Gas Company of Canada, Limited of $500,000 414% First Mortgage Bonds of Hamilton 
By Product Coke Ovens Limited, maturing December 1, 1959 for $500,000; 


(d) The redemption by United Fuel Investments, Limited, since March 31, 1958, of $1,990,000 First Collateral Mortgage 4% 
Sinking Fund Bonds, Series “‘A’’, at par, and the discharge of the trust deed securing these bonds. 


United Fuel Investments, Limited 
and its wholly-owned subsidiaries 


Statement of Consolidated Earnings 
for the ten years ended March 31, 1958 


Portion of 
net earnings 
applicable to 


Earnings 89,902 common 
before Earnings Interest shares owned 
depreciation, before expense by Union Gas 
interest interest and premium Company of 
Year ended expense and expense and on bond Canada, Limited 
March 31 taxes on income Depreciation taxes on income redemptions Income taxes Net earnings at March 31, 1958 
(Note 1) (Note 1) (Note 1) (Note 2) (Notes 1 & 2) 
1949 re oan $1,610,241 $251,126 $1,359,115 $162,979 $ 468,790 $ 727,346 $257,478 
19S ..25 HRSG GEH! 288,031 1,279,750 160,857 430,209 688,684 PS 
POS Die os 2,421,564 346,259 2,075,305 153,583 878,595 1,043,127 ASO Doi 
195205 ae 2,564,910 331,967 2,232,943 153,632 LARS) SUT 960,134 388,533 
1OSSipesae 1,970,303 324,211 1,646,092 119,393 782,226 744,473 267,120 
O54 eter 1,610,615 317,540 1,293,075 101,876 592,580 598,619 185,007 
IIS ate 1,382,768 Se iial 1,069,997 101,876 482,358 485,763 121,471 
1950.0. ..- 1,817,834 SOL, LOS 1,486,671 101,876 691,547 693,248 238,281 
OS fie an 1,701,219 377,953 1,323,266 85,526 639,300 598,440 184,906 
95S. 1,459,778 430,895 1,028,883 113,054 500,000 415,829 82,090 


NOTEs: 


. As of April 1, 1956, the subsidiary gas distribution companies, in accordance with present public utility accounting practice, 
changed their basis of accounting for additions to properties to include therein applicable overhead costs. At the same time, the 
basis of providing for depreciation was changed from the reducing balance method at maximum rates permitted for tax purposes 
to the straight-line method at rates approved by the consulting engineers. If the earnings of prior years had been adjusted to 
reflect the accounting practices adopted in the 1957 fiscal year, the consolidated net earnings for the year ended March 31, 1956 
would have been increased by approximately $65,000, and net earnings for the years 1949 to 1955 inclusive would have been 
affected by relatively insignificant amounts, 


. The subsidiary companies may for tax purposes deduct expenditures on conversion of facilities for utilization of natural gas in the 
year such expenditures are incurred, whereas these costs are being amortized in the accounts over a ten-year period. In addition, 
they may deduct capital cost allowances in excess of the depreciation recorded in the accounts. In the fiscal years affected, 1956, 
1957 and 1958, the provision for taxes on income has been computed without reflecting the resulting tax reductions which in the 
aggregate amounted to $379,700 (1956—$24,142, 1957—$41,558, 1958—$314,000). This amount is included in the balance sheet 
at March 31, 1958 in the item ‘Accumulated tax reductions applicable to future years’. These reductions will be restored to in- 
come in those future years when the amounts recorded in the accounts are greater than the amounts which may be claimed for 
tax purposes. 


Statutory Information 


(a) Unton Gas CoMPANY OF CANADA, LIMITED (hereinafter called the ‘‘Company’’) has its head office at 
48 Fifth Street, Chatham, Ontario. 


(b) The Company was incorporated under the laws of the Province of Ontario by letters patent dated 
December 19, 1911 under the name of The Union Natural Gas Company of Canada, Limited, which was 
changed to its present form by supplementary letters patent dated August 8, 1931. There were also issued 
to the Company supplementary letters patent dated May 7, 1914, January 23, 1925, July 14, 1927, June 12, 
1929, September 2, 1931, April 17, 1940, December 16, 1941 and August 23, 1956. 


(c) The business actually transacted by the Company is the production, purchase, transmission, distribution 
and sale of natural gas to residential, commercial and industrial customers in southwestern Ontario. 


(d) Directors 

VOEELIAM LINDLEY DUFETELD2. 41. 220. eee Executives acer oee eee 369 St. George Street, 
London, Ontario. 

CHARLES MOREHOUSE KENNEDY........... E’xecutrvesante, ice c) aeeen 751 West Ferry Street, 
Buffalo, New York, U.S.A. 

HEiontAS IMMONTGOMERY =... 3.20 eee Retired Engineer.2 2.1954 4.00% 276 North Brock Street, 
Sarnia, Ontario. 

SVDNEVEAMENER Sil VOR S ae ane Retired Executive........... 1690 Lakeshore Road, 
IRaRees moana Ontani or 

IROUANDEE ORD? Ox BRITAIN een ee nee Investment Banker.......... 256 North Street, 
Buffalo, New York, U.S.A. 

PREDERICK ROLAND PALIN, (lan: eee. Executivese 2 eee eee 236 Elizabeth Drive, 
Chatham, Ontario. 

DAVID PEARSON ROGERSHe.L a to een. ee Executivet see cre een coe 155 Dunvegan Road, 
Toronto, Ontario. 

RAYVSSVIANIEY SA Ee eee ere eee ee Exectttive, 22.0. 2 fee cee, 1 Benvenuto Place, 
Toronto, Ontario. 

WALTER DENT SMITHGe ot. ee eee Executiveralg.t4 szpiavben ese & 5 Rosemary Lane, 
Toronto, Ontario. 

ROV-LANG WARREN eget rein seria, Investment Dealer...........1 Benvenuto Place, 
Toronto, Ontario. 

SEL OMA SEV EIR en © 0 eee Executive. | sa ae ee ee River Road, Raleigh Township, 


R.R. 5, Chatham, Ontario. 


Nore: There is a vacancy on the Board of Directors of the Company. A full Board will be elected at the Annual and Special 
General Meeting of Shareholders to be held on June 19, 1958. 


Officers 
DAVID; PEARSON | ROGERS. oeeeneeh 3 ane President inci; Aamo oe 155 Dunvegan Road, 
Toronto, Ontario. 
RO ve [BANG VWiAUR RI Nia First Vice-President......... 1 Benvenuto Place, 
Toronto, Ontario. 
ROVAND LORD) O%B RTA Nii mae ener ree Vice-President aaa ieee 256 North Street, 
Buffalo, New York. 
STRETO NUAIS VIE: ER Ee oe ea Vice-President and 
General Manager.......... River Road, Raleigh Township, 
RjR2o) Chatham) Ontario: 
FREDERICK ROLAND) CALLIN oc is econ anette Assistant General Manager, 


Secretary and Treasurer... .236 Elizabeth Drive, 
Chatham, Ontario. 


(e) The auditors of the Company are Messrs. Clarkson, Gordon & Co., Chartered Accountants, 15 Wellington 
Street West, Toronto, Ontario. 
(f) The registers and transfer books in respect of the bonds offered hereby (as well as the other bonds and 


debentures of the Company referred to in paragraph (i) hereof) will be maintained at the offices of The 
Canada Permanent Trust Company in the cities of Toronto, Montreal and Winnipeg. 


The transfer agents for the shares of the Company are The Canada Permanent Trust Company in 
Toronto, Ontario, and The Chase Manhattan Bank in New York, N.Y.; the registrars for such shares are 
Crown Trust Company in Toronto, Ontario, and The New York Trust Company in New York, N.Y. 
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(g) The authorized share capital of the Company consists of 1,000,000 shares without any nominal or par 
value of which 882,750 shares have been issued and fully paid up and are outstanding. The Directors have 
passed a Special Resolution authorizing an application for Supplementary Letters Patent subdividing the 
said 1,000,000 shares into 5,000,000 shares and increasing the authorized capital to 6,000,000 shares without 
par value. The Special Resolution will be submitted for confirmation at the Annual and Special General 
Meeting of Shareholders to be held on June 19, 1958. 


(h) All shares of the capital stock of the Company rank pari passu in all respects. 


(i) The Company proposes to issue $12,500,000 principal amount of First Mortgage and Collateral Trust 
Bonds, Series B (herein sometimes referred to as the ‘‘Series B Bonds’’) of which $3,500,000 will be 424 % Serial 
Bonds maturing $400,000 on each of December 1, 1961 and 1962 and $450,000 on each of December 1, 1963 to 
1968 inclusive, and $9,000,000 will be 5% Sinking Fund Bonds due December 1, 1977 (herein sometimes 
referred to as the ‘‘Series B Sinking Fund Bonds” and being the securities offered by this prospectus). The 
Series B Bonds are to be issued under the provisions of a Deed of Trust and Mortgage dated as of March 1, 
1953 between the Company and The Canada Permanent Trust Company as Trustee, as to be supplemented 
by a Supplemental Deed of Trust and Mortgage to be dated as of June 1, 1958. Reference is made to the face 
of this prospectus and to pages 9 to 11 inclusive hereof for further particulars of the Series B Bonds and for 
certain provisions of the said Deed of Trust and Mortgage and Supplemental Deed. 


There are now outstanding under the said Deed of Trust and Mortgage $6,350,000 principal amount of 
434% First Mortgage and Collateral Trust Sinking Fund Bonds, Series A, due March 1, 1968, which rank pari 
passu with the Series B Bonds. 


The Company also has outstanding under a Trust Indenture dated as of January 15, 1957 between the 
Company and The Canada Permanent Trust Company as Trustee $8,000,000 principal amount of 534% 
Sinking Fund Debentures due January 15, 1975 and the Company is issuing contemporaneously herewith 
$9,000,000 principal amount of Debentures (herein sometimes referred to as the ‘1958 Series Debentures’’) 
of which $2,400,000 will be 5% Serial Debentures maturing $275,000 on each of December 1, 1961 to 1964 
inclusive and $325,000 on each of December 1, 1965 to 1968 inclusive, and $6,600,000 will be 544% Sinking 
Fund Debentures due December 1, 1977 to be issued under the said Trust Indenture and an Indenture 
supplemental thereto. The said debentures are unsecured and thus rank junior to the Series B Bonds and 
all other bonds issued or to be issued under the above mentioned Deed of Trust and Mortgage. 


(j) No substantial indebtedness has been created or assumed or is to be created or assumed which is not 
shown by the consolidated balance sheet or pro forma consolidated balance sheet as at March 31, 1958 
included in this prospectus except that since the date of the said balance sheets bank and other indebtedness 
has been incurred in the amount of approximately $12,000,000, which will be repaid out of the proceeds of 
the sale of the Series B Bonds and the 1958 Series Debentures. 


(1) The securities offered by this prospectus are $9,000,000 principal amount of 5% First Mortgage and 
Collateral Trust Sinking Fund Bonds, Series B, to be dated as of June 1, 1958 and to mature December 1, 
1977. The issue price by the Company is stated in paragraph (p) hereof and the issue price to the public is 
stated on the face of this prospectus. 


Pursuant to an agreement dated December 12, 1956 with A. E. Ames & Co. Limited and an agreement 
dated January 10, 1957 with Metropolitan Life Insurance Company, the Company sold to institutional 
purchasers the $8,000,000 principal amount of 534% Sinking Fund Debentures due January 15, 1975 referred 
to in paragraph (i) hereof. The Company received $8,000,000 in cash for the said debentures and paid a 
commission of $80,000 in connection therewith. 


The Company offered to its shareholders of record at the close of business on May 23, 1957 the right to 
purchase one additional share of its capital stock for each four shares held at the subscription price of $55.00 
per share and entered into an agreement dated May 10, 1957 with A. E. Ames & Co. Limited whereby it 
agreed to purchase any unsubscribed shares. Pursuant to such offer and agreement the Company issued 
176,550 additional shares of its capital stock, received $9,774,427 in cash therefor and paid commissions 
aggregating $70,620. To facilitate the offering the Company issued prior thereto one share of its capital 
stock and received $84 in cash therefor. 


(m) The net proceeds to be derived by the Company from the sale of the Series B Bonds are $12,115,000; 
expenses of issue are to be paid out of the general funds of the Company. 


(n) The said net proceeds from the sale of the Series B Bonds, together with the net proceeds estimated at 
$8,787,000 from the contemporaneous sale of the 1958 Series Debentures, will be used as to approximately 
$12,000,000 in repayment of bank and other indebtedness and as to the balance for general corporate purposes. 
The said indebtedness was incurred in connection with the purchase of certain properties of Dominion Natural 
Gas Company, Limited referred to in paragraph (u) hereof. It is not at present anticipated that any portion 
of the said proceeds will be held in trust pending or subject to the fulfilment of any conditions; however, 
investigation of the title of certain of such properties which may be included in the additional property to be 
used as the basis for the certification of the Series B Bonds has not been completed at the date of this prospec- 
tus. This may involve the deposit of a portion of the proceeds of the sale of the Series B Bonds with the 
Trustee pending establishment of such titles, but will not affect the repayment of the aforesaid indebtedness. 
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(p) By agreement dated June 9, 1958, the Company agreed to sell and A. E. Ames & Co. Limited agreed to 
purchase, subject to the terms and conditions therein contained, the $12,500,000 principal amount of Series B 
Bonds (which includes the $9,000,000 principal amount of Series B Sinking Fund Bonds offered hereby) 
at the price of $12,115,000 plus accrued interest from June 1, 1958 to the date of delivery. By the same 
agreement the Company agreed to sell and A. E. Ames & Co. Limited agreed to purchase, subject to the 
terms and conditions therein contained, the $9,000,000 principal amount of 1958 Series Debentures referred 
to in paragraph (i) at the price of $8,787,000 plus accrued interest from June 1, 1958 to the date of delivery. 


(q) The Company’s by-laws contain the following provisions as to the remuneration of directors: ‘The 
directors shall be paid such remuneration, if any, as the board may from time to time determine. Any 
remuneration so payable to a director who is also an officer or employee of the Company or who is counsel or 
solicitor to the Company or otherwise serves it in a professional capacity shall, unless the board shall otherwise 
determine, be in addition to his salary as such officer or to his professional fees as the case may be. In addition 
the board may by resolution from time to time award special remuneration out of the funds of the Company 
to any director who performs any special work or service for, or undertakes any special mission on behalf of 
the Company outside the work or services ordinarily required of a director of the Company. The directors 
shall also be paid such sums in respect of their out-of-pocket expenses incurred in attending board, committee 
or shareholders’ meetings or otherwise in respect of the performance by them of their duties as the board may 
from time to time determine. No confirmation by the shareholders of any such remuneration or payment 
shall be required.”’ 


(r) The aggregate remuneration estimated to be paid or payable during the current financial year of the 
Company ending March 31, 1959 to directors of the Company as such is $24,000 and to officers of the Com- 
pany who individually have received or may be entitled to receive remuneration in excess of $10,000 per 
annum is $105,000. 


(s) During the two preceding years the Company paid the commissions referred to in paragraph (I) hereof. 


(u) On April 15, 1958, pursuant to an agreement dated February 20, 1958, the Company purchased from 
Dominion Natural Gas Company, Limited substantially the whole of its property and assets consisting of 
facilities for the production, transmission and distribution of natural gas in southwestern Ontario. The 
Company acquired all of the right, title and interest of Dominion Natural Gas Company, Limited to such 
property and assets, free of encumbrance, the nature of such interest being in some cases freehold and in other 
cases a leasehold or other limited interest. 


(v) The address of Dominion Natural Gas Company, Limited is 220 Delaware Avenue, Buffalo, New York. 
The purchase price is $21,523,133 (subject to possible minor adjustments) payable as to $743,306 by assump- 
tion of liabilities and the balance in cash, whereof $20,592,892 was paid on April 15, 1958 and the balance is 
payable on June 17, 1958. No part of the purchase price is payable for goodwill. Pursuant to an agreement 
dated as of February 20, 1958 the Company sold to Provincial Gas Company, Limited such of the assets 
purchased by the Company from Dominion Natural Gas Company, Limited as were situate in the Counties 
of Lincoln and Welland. The sale price is $4,510,052 (subject to possible minor adjustments) payable as to 
$71,519 by assumption of liabilities and the balance in cash, whereof $4,406,551 was received on April 15, 1958 
and the balance is receivable on June 17, 1958. 


(x) Reference is made to pages 9 to 11 of this prospectus for particulars of the security created for the 
Series B Bonds. 


(za) During the two years preceding the date of this prospectus the Company has entered into the following 
contracts in addition to contracts in the ordinary course of business: 


(1) the Trust Indenture referred to in paragraph (1) hereof; 


(2) the two agreements with A. E. Ames & Co. Limited and the agreement with Metropolitan Life 
Insurance Company referred to in paragraph (1) hereof; 


(3) an agreement dated as of November 30, 1957 by which the Company agreed to sell to its wholly- 
owned subsidiary, Ontario Natural Gas Storage and Pipelines Limited, certain facilities for the 
transmission and storage of natural gas; 


(4) the agreement with Dominion Natural Gas Company, Limited referred to in paragraph (u) hereof; 
(5) the agreement with Provincial Gas Company, Limited referred to in paragraph (v) hereof; and 


(6) the agreement with A. E. Ames & Co. Limited referred to in paragraph (p) hereof. 
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Copies of the said agreements and of the Gas Purchase Contracts referred to on page 7 of this prospectus 
may be inspected at the head office of the Company, 48 Fifth Street, Chatham, Ontario, during ordinary 
business hours in the period of primary distribution to the public of the Series B Bonds. 

The foregoing declarations constitute full, true and plain disclosure of all material facts in respect of the 
offering of securities referred to above as required by Section 39 of The Securities Act (Ontario), by Section 
39 of The Securities Act, 1954 (Saskatchewan), by Section 13 of the Security Frauds Prevention Act (New 
Brunswick), by Part LX of The Securities Act, 1955 (Alberta), and under the Quebec Securities Act, and there 
is no saa material information applicable other than in the financial statements or reports where required 
or exigible. 


DATED this 12th day of June, 1958. 


Directors 
(Signed) W. L. DUFFIELD (Signed) F. PALIN 
(Signed) C. M. KENNEDY* (Signed) DAvip P. ROGERS 
(Signed) THos. MONTGOMERY* (Signed) R. M. SALE 
(Signed) S. A. MorsEe* (Signed) W. DENT SMITH* 
(Signed) R. L. O’BRIAN* (Signed) R. L. WARREN 


(Signed) T. WEIR 


*by his Agent, DAvip P. ROGERS 


Underwriters 


To the best of our knowledge, information and belief, the foregoing declarations constitute full, true and 

plain disclosure of all material facts in respect of the offering of securities referred to above as required by 

“Section 39 of The Securities Act (Ontario), by Section 39 of The Securities Act, 1954 (Saskatchewan), by 

Section 13 of the Security Frauds Prevention Act (New Brunswick), by Part IX of The Securities Act, 1955 

(Alberta), and under the Quebec Securities Act, and there is no further material information applicable other 

than in the financial statements or reports where required or exigible. In respect of matters which are not 
within our knowledge we have relied upon the accuracy and adequacy of the foregoing. 


A. E. Ames & Co. LIMITED 
by: (Signed) F. D. CHAPMAN 


The following are the names of all persons having an interest directly or indirectly to the extent of not 
less than five per centum in the capital of A. E. Ames & Co. Limited: R. L. Warren, F. D. Chapman, J. B. 
Ridley, H. D. Leeming, C. G. Fullerton, W. P. Spragge, W. Robson, R. B. West. 
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NEW ISSUE 


$20,000,000 


Ontario Natural Gas Storage and Pipelines 
Limited 


(Incorporated under the laws of Ontario) 


514% First Mortgage Sinking Fund Bonds 
To be dated January 15, 1958 To mature January 15, 1978 


Principal of the bonds of this issue, half-yearly interest thereon (January 15 and July 15) and redemption 
premium, if any, will be payable in lawful money of Canada at any branch in Canada of the bank designated 
in the bonds, at the option of the holder. |The bonds will be available in coupon form, registrable as to 
principal, in the denomination of $1,000 and in fully registered form in denominations of $1,000 and 
authorized multiples thereof. Subject to the provisions of the Trust Deed, coupon bonds and fully registered 
bonds will be interchangeable. 
The bonds will be redeemable for sinking fund purposes at the principal amount plus accrued interest to the 
date specified for redemption. Otherwise the bonds will be redeemable at the option of the Company, prior 
to maturity, in whole at any time, or in part from time to time, upon prior notice of not less than thirty (30) 
days at 10514% of the principal amount thereof if redeemed on or before January 14, 1959, and thereafter at 
redemption prices reducing by .380% in each year to and including January 14, 1973, and thereafter by .25% 
in each year to and including January 14, 1976 and thereafter at 100% of the principal amount thereof, 
plus in every case accrued interest to the date fixed for redemption; provided however, that the bonds may 
not be redeemed before January 15, 1968 except through sinking fund by the application of funds obtained 
through borrowings having an interest cost of less than 544%. 
The Company will covenant in the Trust Deed to establish a sinking fund to retire not less than $16,000,000 
principal amount of bonds of this issue prior to maturity and for such purpose to pay to the Trustee in each 
year amounts sufficient to retire on March 1 of each year the following respective amounts of bonds:— in 
the years 1961 and 1962, $600,000; in 1963 and 1964, $700,000; in 1965 to 1967 inclusive, $800,000; in 1968 to 
1972 inclusive, $1,000,000; and in 1973 to 1977 inclusive, $1,200,000. 


Trustee; The Canada Permanent Trust Company 


In the opinion of Counsel, the bonds of this issue will be investments in which the Canadian and 

British Insurance Companies Act states that companies registered under Part III thereof may, 

without availing themselves for that purpose of the provisions of sub-section (4) of Section 63 of 
the said Act, invest their funds. 


We, as principals, offer these bonds if, as and when issued by Ontario Natural Gas Storage and Pipelines 

Limited and accepted by us, subject to the approval of all legal matters by Messrs. Blake, Cassels & Graydon 

on behalf of the Company and by Messrs. Arnoldi, Parry, Campbell, Pyle, Godfrey & Lewtas on our behalf. 
Said counsel will rely as to matters of title on the opinion of Messrs. McNevin, Gee & O'Connor. 


Price: 100 and accrued interest 


It is expected that definitive bonds will be available for delivery in Toronto, Montreal and Winnipeg on or 
about January 31, 1958. 


The right is reserved to reject any or all applications and also in any case to allot a smaller amount than is 
applied for. 


A. E. Ames & Co. 


Limited 
Business Established 1889 


TORONTO MONTREAL NEW YORK LONDON, ENG. VANCOUVER VICTORIA WINNIPEG CALGARY 
LONDON HAMILTON OTTAWA KITCHENER ST. CATHARINES OQWEN SOUND QUEBEC BOSTON, MASS. 


January 15, 1958 Printed in Canada 


This prospectus is not and under no circumstances is to be construed as an offering of any of these bonds for 
sale in the United States of America or in the territories or possessions thereof. 
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The following information has been supplied by officers of the Company. 
The Company : 

Ontario Natural Gas Storage and Pipelines Limited (hereinafter sometimes referred to as the 
“Company”’) was incorporated on August 7, 1953 under the laws of Ontario. Its powers include 
the right to purchase, produce, store, transmit and distribute gas in Ontario. It is a wholly-owned 
subsidiary of Union Gas Company of Canada, Limited (hereinafter sometimes referred to as ‘‘Union’’). 

A further wholly-owned subsidiary of Union is City Gas Company of London, which is referred 
to herein. In addition Union owns over 99% of the outstanding common shares (the voting stock) 
of United Fuel Investments, Limited, a holding company with wholly-owned subsidiaries including 
United Gas and Fuel Company of Hamilton, Limited and United Suburban Gas Company, 
Limited, both of which are referred to herein. 

As of December 15, 1957, the Company purchased from Union the latter’s underground gas 
storage facilities (including compressor station and base pressure gas) in Lambton County, Ontario 
and its 16” pipeline, a compressor station and other plant necessary to transport from Ojibway, 
Ontario to Lambton County natural gas imported by Union from the United States. The considera- 
tion for such purchase is $6,879,798 being the net book value of the purchased assets at the date of 
purchase, and is payable as to $6,000,000 by delivery of that principal amount of 514% Sinking Fund 
Debentures due January 15, 1979 of the Company and as to the balance in cash. The Company also 
purchased from Union as of December 15, 1957 its inventory of natural gas in underground storage held 
for current sale and for purposes of a Gas Exchange Agreement hereinafter mentioned, at book value 
thereof amounting to $3,509,137. Of this amount $1,637,137 is to be paid in cash and the balance by 
the assumption of Union’s liability to Trans-Canada Pipe Lines Limited for a deposit of $1,872,000 
made under such Gas Exchange Agreement. The cash portion of the purchase price of all the said 
assets is $2,516,935. 

In December 1957 the Company substantially completed a 142 mile 26” diameter gas transmission 
pipeline extending from Lambton County to a point near Oakville, Ontario, at which point it connects 
with the existing facilities of Trans-Canada Pipe Lines Limited. At or near this point the Company 
proposes to construct in 1958a compressor station with ancillary equipment. As required, additional com- 
pression capacity will be installed at this station as well as at the Windsor and Lambton County stations. 

The business being carried on by the Company is the purchase of gas from major suppliers, 
the storage and transmission of such gas and the sale thereof on a wholesale basis to gas distributors 
for re-sale to residential, commercial and industrial customers in over 200 communities in southwestern 
Ontario and the Hamilton-Oakville area. The Company will also store gas for The Consumers’ Gas 
Company and will lend gas to Trans-Canada Pipe Lines Limited pursuant to a Gas Exchange Agreement. 


Property—The Company’s property, including that purchased from Union as referred to above, consists 
mainly of: 

—a 16” transmission line from Ojibway to Windsor; a transmission compressor station at Windsor; 
a 16” transmission line from Windsor to the Company’s compressor station in Dawn Township 
in Lambton County; the latter compressor station with ancillary equipment; and a townsite 
located in Lambton County. The total length of transmission line from Ojibway to Lambton 
County is approximately 66 miles. 

—underground gas storage facilities located in Lambton County presently consisting of four 
storage pools (generally known as the Dawn and Payne storage pools) with approximately 35 
billion cubic feet storage capacity. Of the 35 billion cubic feet storage capacity, approximately 
20 billion cubic feet is working storage, the balance representing capacity for base pressure gas 
held to maintain operating well head pressure. Additional storage capacity is available and 
will be put into use as required. 

—approximately 142 miles of 26” diameter transmission pipeline extending from the underground 
storage area in Lambton County to the point of connection in Trafalgar Township near Oak- 
ville, Ontario, with the Trans-Canada pipeline. 

—approximately 45 miles of transmission lines of various sizes to permit delivery of gas from the 
26” line to the cities of London, Stratford, Kitchener, Waterloo, Guelph and Hamilton, and the 
town of Strathroy. 

—a connection near Galt, Ontario, between the 26” pipeline and the pipeline system of Dominion 
Natural Gas Company Limited. 

Markets—The Company does not, nor does it intend to, sell or distribute gas direct to ultimate consumers 


‘in the area which it serves. It sells and will sell gas on a wholesale basis to gas distributors 

for re-sale to their residential, commercial and industrial customers and has contracts with the following: 
(1) Unton Gas Company or Canapa, LimiTED, which has franchises for the sale of gas in the cities 
of Windsor, Sarnia, Chatham, Stratford and Guelph, the towns of Bothwell, Alvinston, 
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Tecumseh, Wallaceburg, Ridgetown, Dresden, Blenheim, Tilbury, Essex, Petrolia, Riverside 
and Strathroy, and some 25 villages as well as townships through which transmission and 
gathering lines are operated. Union is negotiating for and expects to acquire franchises to 
serve additional communities including the city of Waterloo and the towns of St. Marys and 
Amherstburg. By and subject to the terms of a 20-year contract dated as of December 2, 
1957 Union is entitled to purchase from the Company gas in volumes up to 2 billion cubic feet 
in each of the first and second years increasing progressively to 32 billion cubic feet in the 13th 
and subsequent years, and Union is required to take or in any event pay for a minimum of 
75% of the stated volume for each of the second and subsequent years. 


(2) Unrrep Gas AND FueL CoMPANy OF HAMILTON, LIMITED, which has a franchise for the sale of 
gas in the city of Hamilton. The area served by United Gas is one of the most important 
‘ndustrial communities in Canada and at the present time is served mainly by manufactured 
gas. This manufactured gas market is currently being converted for the utilization of natural 
gas. By and subject to the terms of a 20-year contract dated as of December 2, 1957, United 
Gas is entitled to purchase from the Company natural gas in volumes up to 4.25 billion cubic 
feet in the first year increasing progressively to 14.5 billion cubic feet in the 13th and subse- 
quent years. With the exception referred to below United Gas is required to take or in any 
event pay for a minimum of 75% of the stated volume for each year. 


United Suburban Gas Company, Limited distributes natural gas in Oakville, Burlington, 
Dundas, Milton, Georgetown, Acton, Bronte, Port Nelson, Waterdown and other territory 
adjacent to Hamilton which it purchases from Niagara Gas Transmission Limited. Upon 
commencement of deliveries of Western Canada gas to this area by Trans-Canada Pipe Lines 
Limited, receipt of gas from Niagara Gas Transmission Limited will cease and the gas require- 
ments of United Suburban will be provided by the Company through the aforesaid contract 
with United Gas. The contract between the Company and United Gas provides that so long 
as United Suburban is required to purchase gas from Niagara Gas Transmission, the amount 
of gas that United Gas shall take from the Company may be reduced by the amount delivered 
by Niagara Gas Transmission to United Suburban. 


(3) City Gas Company or Lonpbon, which has franchises for the sale of gas in the city of London 
and the townships of London and Westminster. By and subject to the terms of a 20-year 
contract dated as of December 2, 1957, City Gas is entitled to purchase from the Company 
natural gas in volumes up to 4 billion cubic feet in the first_year increasing progressively to 
6 billion cubic feet in the 13th and subsequent years. City Gas is required to take or in any 
event pay for a minimum of 75% of the stated volume for each year. Heretofore City Gas 
has obtained its entire requirements of gas under contract with its parent company, Union. 


(4) Dominion NaturaL Gas CoMPANy LIMITED, a non-affiliated company, which serves a wide area 
lying generally south of the area served by Union and which distributes gas in the cities of Galt, 
Brantford, Woodstock, St. Catharines, St. Thomas and the towns of Kingsville, Leamington, 
Ingersoll, Paris, Preston, Hespeler, Simcoe, Delhi, Port Colborne and Dunnville, and numerous 
villages as well as townships through which transmission and gathering lines are operated. 
By and subject to the terms of a 20-year contract dated as of December 2, 1957 Dominion 
Natural is entitled to purchase from the Company natural gas in volumes of 600 million cubic 
feet in the first year increasing progressively to 4.3 billion cubic feet in the fifth and subsequent 
years. Dominion Natural is required to take or in any event pay for a minimum of 75% of 
the stated volume for each year. With the additional supplies of gas available as a result of 
this contract, Dominion Natural is in a position to expand its distribution facilities throughout 
its extensive and important franchise areas. Union has arranged to acquire all the natural gas 
production, transmission and distribution facilities of Dominion Natural and upon such acqui- 
sition (on or about April 15, 1958) to sell to Provincial Gas Company Limited such of the said 
facilities as are situate in the counties of Lincoln and Welland. 


Note: Each of the above contracts provides that, if not terminated by either party as at the 
end of the 20-year period, it will continue until terminated by 12 months’ prior notice. The 
earliest termination date under these provisions is January 1, 1978. 


In addition to the maximum annual quantities of gas to be delivered under each of the above 
contracts, such contracts contain provisions for delivery of gas to buyers who may have a market 
for gas to be used on an interruptible basis for industrial processing purposes. The sale prices of gas 
under the above contracts have been established on a demand-commodity basis, usual in large volume 
gas sales contracts and in conformity with current pricing practices, and the contracts contain pro- 
visions for sale price adjustments to reflect changes in cost of purchased gas which the Company 


considers adequate for its protection. 
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In addition to the above-mentioned contract with Dominion Natural Gas Company Limited, the 
Company has acquired by assignment from Union a contract dated March 31, 1953 and expiring 
April 1, 1970 (subject to sooner termination as provided therein) for the supply to Dominion Natural 
of varying annual volumes of gas not exceeding 2 billion cubic feet in any one year. 

Upon completion by Union of the acquisition of the assets of Dominion Natural as referred to 
in (4) above, Union will assume the obligations of Dominion Natural under the two gas sale contracts 
with it herein referred to. 

Negotiations are being carried on with a view to the Company contracting to sell to the Public 
Utilities Commission of Kitchener its requirements of natural gas for distribution in Kitchener, a city 
with a population of about 60,000. 

The accompanying map shows the location of the Company’s pipelines and storage system in rela- 
tion to the markets served under the above mentioned contracts. A conservative estimate of the 
population of this highly industrialized and rich farming area is 1,500,000. 


Natural Gas Supply—The Company has entered into three contracts for the supply of natural gas 
for its system. 


1. By and subject to the terms of a contract dated as of November 30, 1957 between Union and 
the Company, Union has agreed to sell and deliver to the Company all gas that Union will 
receive from the United States under a 20-year agreement dated November 25, 1944 with 
Panhandle Eastern Pipe Line Company. Total deliveries to the Company under this contract 
amount to 5.5 billion cubic feet of gas annually, deliveries to be made to the Company during 
the period April to October inclusive in each year with the volume in excess of immediate 
requirements on the system being placed in underground storage where it will be available to 
meet peak demands in the heating season. 


bo 


By and subject to the terms of a contract dated as of December 2, 1957 between Union and the 
Company, Union has agreed to sell and deliver to the Company all gas that Union will receive 
from the United States under an agreement dated April 21, 1954, as amended, with Panhandle 
Eastern Pipe Line Company. Under the terms of this contract, in the first contract year the 
Company is entitled to receive such volume of gas as it may request not exceeding 11.5 billion 
cubic feet. In the second year beginning November 1, 1958 the Company is entitled to receive 
up to 12.5 billion cubic feet. The annual volumes thereafter that the Company is entitled to 
receive are as follows: 


During the contract year 


beginning November 1 Billion Cubic Feet 
LO HO The seep ee cs Are Ree OEE a Piece ae gate enka ithe avast koe 1325 
Ao TayO Be erect Mee al eceeetehter paave Matar cas eitas ct Nth cA SACna MER OA 14.5 
196 Wandisubsequenti years folie, a. oc aut a 3 15.5 


During each contract year beginning on and after November 1, 1958 the Company is required 
to take or in any event pay for a minimum of 75% of the aforesaid volumes for each contract 
year. This contract is for a term of 20 years from November 5, 1956. However, Union is 
entitled to terminate its said agreement with Panhandle dated April 21, 1954 one year after gas 
has become available from Trans-Canada Pipe Lines Limited under the contract hereinafter 
mentioned, provided that notice of termination is given on or before November 1, 1960, and 
Union has agreed with Trans-Canada and with the Company that it will exercise such right 
of termination, whereupon the said contract dated as of December 2, 1957 between Union and 
the Company will also terminate. 


3. By and subject to the terms of an assignment dated as of December 2, 1957 Union assigned to 
the Company a gas purchase contract dated January 18, 1955, as amended, between Union 
and Trans-Canada Pipe Lines Limited. Under the terms of the contract so assigned, Trans- 
Canada has agreed to sell to the Company for a period of 20 years from the date of first delivery 
annual volumes of gas increasing progressively up to 64 billion cubic feet. The volume in 
the year of first delivery depends upon the calendar year in which delivery first takes place. 
The Company is obligated to take or in any event pay for a minimum of 75% of the stipulated 
volumes for each contract year. . Deliveries of such gas are to be made to the Company at 
the point of connection with the Company’s 26” pipeline near Oakville, Ontario on a year- 
round basis. The larger portion of the gas will be received in the summer months and excess 
over immediate requirements placed in underground storage. Trans-Canada has advised the 
Company that it expects to have gas available at the delivery point on or about November 1, 
1958, in which event the Company will commence to take gas under the contract on or about 
November 1, 1959. 
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Gas Reserves—In the following report to the Company dated January 4, 1958 Ralph E. Davis, in- 
dependent petroleum and natural gas consultant, reports on the sufficiency of gas to 


the Company under the gas supply contracts referred to under the heading ‘‘Natural Gas Supply” on 
page 5 hereof. 


RALPH E. DAVIS 


CONSULTANT 
1238 COMMERCE BUILDING, HOUSTON 


January 4, 1958 
Ontario Natural Gas Storage and Pipelines Limited, 


48 Fifth Street, 
Chatham, Ontario, 
Ganada. 


Gentlemen: 


At your request, I have examined the following gas purchase contracts, particularly with regard 
to the annual quantities of gas to be delivered by the suppliers thereunder; 


(1) Contract between Trans-Canada Pipe Lines Limited (supplier) and Union Gas Company 
of Canada, Limited dated January 18, 1955, as amended, and assigned by Union to Ontario 
Natural Gas Storage and Pipelines Limited as of December 2, 1957, and 


(2) Contract between Panhandle Eastern Pipe Line Company (supplier) and Union Gas Company 
of Canada, Limited dated November 25, 1944 as amended. By agreement dated as of 
November 30, 1957 Union will sell to Ontario Natural Gas at the point of its delivery in 
Canada all gas purchased under this contract, and 


(3) Contract between Panhandle Eastern Pipe Line Company (supplier) and Union Gas Com- 
pany of Canada, Limited dated as of April 21, 1954 as amended. By agreement dated as 
of December 2, 1957 Union will sell to Ontario Natural Gas at the point of its delivery in 
Canada all gas purchased under this contract. 


I am generally familiar with the gas supply available to both Panhandle Eastern Pipe Line 
Company and Trans-Canada Pipe Lines Limited and am informed that, while deliveries of gas are 
currently being received in accordance with the terms of the Panhandle Company contracts, deliveries 
under the Trans-Canada contract, which are to continue for a minimum period of 20 years from date 
of first delivery, are expected to commence on or about November 1, 1959. Based upon this knowledge 
it is my opinion that each of these suppliers controls gas supplies sufficient, and suitable from the 
standpoint of availability, to fulfil its obligations to supply gas under the respective above-mentioned 
contracts and for the terms thereof. 


I have been familiar with the development and operation of the underground gas storage facilities 
of Union Gas Company of Canada, Limited (the parent company of Ontario Natural Gas Storage 
and Pipelines Limited) and understand that henceforth such facilities will be transferred by Union 
to Ontario Natural Gas Storage and Pipelines Limited, and in future will be operated by the latter 
Company. In my opinion the planned operation of these facilities will enable Ontario Natural Gas 
Storage and Pipelines Limited to adequately meet its obligation to purchase, and to market, the volumes 
of gas required to be purchased by it under the above-mentioned contracts. 


Yours very truly, 


(Signed) RALPH E. Davis 


Trans-Canada Gas Exchange Agreement—By an assignment dated as of December 2, 1957 Union assigned 

to the Company a Gas Exchange Agreement between Union and 
Trans-Canada Pipe Lines Limited. Under the terms of this Agreement the Company has agreed in 
consideration of a service charge to lend gas to Trans-Canada for the purpose of market build-up in 
Eastern Ontario and the city of Montreal prior to the availability of Western Canada natural gas 
through the Trans-Canada pipeline for this purpose and, if required, until November 30, 1959. The 
maximum volume of gas which the Company is required to deliver during the life of the contract is 25 
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billion cubic feet and not more than 15 billion cubic feet in any one year or more than 100 million 
cubic feet in any one day. The agreement provides that gas lent to Trans-Canada will be returned 
to the Company over a three-year period from the time Western Canada gas is available from Trans- 
Canada at the junction of the facilities of the two companies. 


Consumers’ Gas Company Gas Union has assigned to the Company a letter agreement between 
Transmission and Storage Agreement—{Jnion and The Consumers’ Gas Company dated June 14, 1957 

providing for the execution of a formal agreement (which is in 
course of settlement and will be dated as of December 20, 1957) under which, in consideration of a 
service charge, the Company will store gas for Consumers’. Under the terms of this agreement the 
Company will receive during the summer months at the eastern terminus of its 26” transmission line, 
gas acquired and owned by Consumers’ in excess of that company’s daily requirements on its system 
and will transmit this gas to the underground gas storage pools in Lambton County where it will be 
stored for return to Consumers’ as required to meet winter peak day demands on the system of that 
company. The Company is required to store for the account of Consumers’ maximum volumes of 
gas ranging from 3.6 billion cubic feet in the first contract year commencing April 1, 1958 up to 7.5 
billion cubic feet in the fifth and succeeding contract years. 


Capitalization 
(after giving effect to this financing) 
Authorized Issued 
FUNDED DEBT: 
544% First Mortgage Sinking Fund Bonds, due January 15, 1978............ $20,000, 000* $20,000,000 
544% Sinking Fund Debentures, due January 15, 1979..................... 7,500,000 6,000,000 


CAPITAL STOCK: 
Common Shares without any nominal or par value...............-....+.-+- 1,000,000 shs. 476,000 shs. 
* Additional bonds may be issued in accordance with the provisions of the Trust Deed referred to below. 


Purpose of Issue 


The net proceeds from the sale of the bonds of this issue will be used: (a) as to $2,516,935 in 
payment of the cash portion of the purchase price of the assets purchased from Union as referred to on 
page 3 of this prospectus; (b) as to approximately $5,500,000 in repayment to Union of advances 
by it to the Company (which at November 30, 1957 amounted to $4,056,763) ; (c) as to approximately 
$4,400,000 in repayment of bank loans (which amounted at November 30, 1957 to $1,989,998); and 
(d) as to the balance for general corporate purposes of the Company. 


Security 


The bonds of this issue will be direct obligations of the Company issued under and secured by a 
Deed of Trust and Mortgage to be dated as of January 15, 1958 (herein referred to as the ‘Trust 


Deed’’), to be executed by the Company in favour of The Canada Permanent Trust Company, and 
to constitute in the opinion of counsel: 


(1) a first fixed and specific mortgage and charge, subject to permitted encumbrances, on: 


(i) all real and immovable property and plant and equipment of a fixed or permanent 
nature of the Company, now owned or hereafter acquired; and 
(ii) the gas purchase contracts and the four principal gas sales contracts, entered into by it 


or assigned to it, and more specifically referred to under the headings ‘‘Natural Gas 
Supply” and “Markets” of this prospectus; and 


(2) a first floating charge under the laws of Ontario upon the undertaking and all other property 
and assets, present and future, of the Company; 


subject, as regards the specific charge, to appropriate provisions with respect to the dealing with, 
retention, use, disposition and release from such specific charge of property subject thereto, and as 
regards the floating charge, to customary provisions permitting dealing with the undertaking, property 
and assets of the Company in the ordinary course of business and the carrying on of same. 


Issue of Additional Bonds 


The Trust Deed will provide that the Company may create and issue additional bonds to the 
extent of 70% of available property additions (to be defined) acquired or constructed by the Company 
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or any pledged subsidiary (to be defined); provided that, in the case of additional bonds issued after 
January 15, 1960 net earnings available for bond interest (to be defined) for any 12 consecutive months 
out of the 18 consecutive calendar months next preceding the issue of such additional bonds shall have 
been equal to at least 21% times (2 times, in the case of additional bonds issued on or before January 15, 
1963) the aggregate annual interest requirements of all bonds outstanding after the issue of such 
additional bonds. 


Certain Covenants 


The Company will covenant in the Trust Deed, among other things, substantially to the effect 
that so long as any of the bonds of this issue are outstanding: 


(a) it will not create or issue any additional series of bonds of which the mandatory retirement 
provisions (by maturities, serial or otherwise and/or by sinking fund) would, in any twelve 
month period while bonds of this issue are outstanding, retire a greater percentage of such 
additional bonds than the percentage of the principal amount of bonds of this issue which 
the Company is required to retire through the sinking fund in the same period, unless the 
principal amount of bonds of this issue required to be retired in each such twelve months 
period is increased proportionately; provided that the provisions of this clause shall not 
apply to any additional bonds up to an amount equal to 25% of the total principal amount 
of all first mortgage bonds of the Company to be outstanding after the issue of such addi- 
tional bonds; 


(b) it will not make any distribution (to be defined) to its shareholders, or to any of them, unless 
after giving effect thereto undistributed net earnings (to be defined) will amount to at least 
$500,000 subject to an appropriate provision to permit payment of preference share dividends 
and sinking fund requirements. 


Condensed Estimate of Profit and Loss Account 
1959-1962 


The following statement of estimated net profit after income taxes has been prepared by Officers 
and the Engineering Staff of the Company (who for many years have acted on behalf of Union Gas 
Company of Canada, Limited, in preparing estimates of this nature) on the basis of estimated gross 
revenue from existing sales and other contracts (including the contract under negotiation with the 
Public Utilities Commission of Kitchener) and estimates of operating and other costs. Reference is 
made to paragraph (b) of ‘‘Certain Covenants” above as to any distribution to shareholders of the 
Company. 


Fiscal years ending March 31 
(000 omitted ) 


1959 1960 1961 1962 

PROSsereVenticn Foi) Operations. cei de aticask ct aeest > eee gel eele $ 7,439 $ 9,815 $13,189 $16,358 
Cost of sales, operating and maintenance expenses............... 5,014 6,367 8,221 10,080 
Gross profit before undernoted charges....................-. a $ 2,425 $ 3,448 $ 4,968 $ 6,278 
ESTO PRSSIBIVBIE oo 6-4 xctay oecaa mre Bees toes Gooey aie Gece eu ie aes iene alta eee cig 1,104 151172 1,199 1,224 

eS 1 Sea $ 2,276 $ 3,769 $ 5,054 
Interest and other funded debt charges..................-....-. 1,303 1,402 1,367 1,366 
POMEL OrelinGcome takeSiis a.) save. nee dense heme dade nal ass $ 18 $ 874 $ 2,402 $ 3,688 
PO eLOUR OL NCOMe taxes wien ancien ci ues oe eas abide sae 20 440 1,190 1,820 
Net profit after income taxes................ : epee tes he $(—) 2 $ 434 $ 1,212 $ 1,868 


Note: (—) denotes loss, 


ONTARIO NATURAL GAS STORAGE AND PIPELINES LIMITED 
(Incorporated under the laws of Ontario) 


Balance Sheet and Pro Forma Balance Sheet 


November 30, 1957 


PROPERTIES: 


Transmission lines, compressor stations, gas storage wells and other facilities—at cost 


ING EGE) aie oy bones nnn ease bis is eae See 


Less accumulated depreciation (Note 2)........ 


Base pressure gas in underground storage held 
pressure—at cost (Note 2)................ 


Assets 


to maintain operating well head 


Transmission lines and other properties in process of construction—at cost.......... 


CURRENT: 


OTHER ASSETS: 


Gas in underground storage held for gas exchange agreement—at cost (Note 2)...... 


Discount and expenses on issues of funded debt. 


SHAREHOLDERS’ Equity: 
Capital stock 


Liabilities 


Authorized —1,000,000 shares without any nominal or par value 


Issued —) 4:76, 000%sharessarenrterie its 


Accumulated earnings retained for use in the business (Note 3).................4. 


FUNDED DEBT: 


514% first mortgage sinking fund bonds, due January 15, 1978............3....... 
514% sinking fund debentures, due January 15, 1979..................0-.. 200 -0e- 


DEFERRED: 


Deposit held under gas exchange agreement (Note l(c) ).........-. 200 eee eee eeeee 


CURRENT: 
Bankvoverdratté:.5 aude 6 oe oe Gee eee 


Estimated income taxes payable............... 


Due to Union Gas Company of Canada, Limited 


Commitments (Notes 4 and 5) 


Approved on behalf of the Board: 
(Signed) Davip P. Rocers, Director 


(Signed) T. WEIR, Director 


=o {9.63} 61>) op) © 6 .0\ 8» 0, s\.078)\v\ 6) iriiele-je/ielefs! eis /misjivily 
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Actual 


$15,690,566 
$15,690,566 


Pro Forma 
(Note 1) 


$ 4,606,075 
1,069,684 

$ 3,536,391 
3,343,407 
15,690,566 
$22,570,364 


$10,911,304 
2,055,875 


$12,967,179 


$ 1,453,262 
$ 525,000 


$15,690,566 


$37,515,805 


$ 9,510,000 


‘$ 9,510,000 


74,905 74,905 
$ 9,584,905  $ 9,584,905 
$20,000,000 

6,000,000 

$26,000,000 

$ 1,872,000 

$ 1,989,998 $ —.,. 
68,900 = 58,900 

4,056,763 _ 

$ 6,105,661 $ 58,900 


$15,690,566 


$37,515,805 


Notes to Balance Sheet and Pro Forma Balance Sheet 


is The pro forma balance sheet gives effect to: 

(a) The purchase from Union Gas Company of Canada, Limited on December 15, 1957 of transmission lines, 
compressor stations, gas storage wells and other facilities and gas. in storage for a total consideration of 
$10,388,935. 

(b) The issue to Union Gas Company of Canada, Limited of $6,000,000 principal amount 512% sinking fund 
debentures dated January 15, 1958 in partial satisfaction of the debt arising out of the purchase of assets 
described in paragraph (a) above. The initial sinking fund retirement of such debentures will be on March 1, 
1961. 

(c) The assignment to Ontario Natural Gas Storage and Pipelines Limited by Union Gas Company of Canada» 
Limited as at December 15, 1957 of a gas exchange agreement and the assumption of the liability in respect 
of a deposit of $1,872,000 which has been received thereunder. 

(d) The issue of $20,000,000 principal amount 514% first mortgage sinking fund bonds dated January 15, 1958, 
at a discount of $450,000 and payment of expenses estimated at $75,000 in connection with the issue. The 
initial sinking fund retirement of such bonds will be on March 1, 1961. 

(e) Application of the proceeds from the first mortgage bond issue to pay off the bank overdraft at November 30 
1957 and the liability to Union Gas Company of Canada, Limited including the remainder of the liability 
arising out of the purchase of assets described in paragraph (a) above. 


2. Transmission lines, storage wells, gas in storage, etc. were acquired from Union Gas Company of Canada, Limited 
at their net value on the books of that company, and are shown in this pro forma balance sheet at their original 
cost to the Union company less the amount of depreciation accumulated by that company on depreciable assets. 


3. Accumulated earnings retained for use in the business consist of interest capitalized on construction and interest 
earned on the temporary investment of funds ($129,897) minus estimated income taxes and sundry minor expenses 
($64,224) plus profit on the sale of bonds ($16,840) minus organizational and preliminary expenses written off 
pec Ue). At November 30, 1957 the company had not commenced its normal business of storage and transmission 
of gas. 


4. It is estimated that by March 31, 1959 the company will have expended a further $12,000,000 on property acquisi- 
tions, over and above those acquisitions which are shown in the pro forma balance sheet. 


5, The Company has entered into three contracts for natural gas supply which are more fully described on page 5 of 
the accompanying prospectus. 


Auditors’ Report 
To the Directors of 
Ontario Natural Gas Storage and Pipelines Limited: 
We have examined the balance sheet and pro forma balance sheet of Ontario Natural Gas Storage and Pipelines Limited 


as at November 30, 1957. Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying balance sheet presents fairly the financial position of the company as at November 30, 
1957. In our opinion also the accompanying pro forma balance sheet presents fairly the financial position of the company 
at the same date, after giving effect to the changes set forth in note 1 thereto. 


Toronto, Canada, (Signed) CLARKSON, GorDON & Co. 
January 15, 1958. Chartered Accountants. 
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STATUTORY INFORMATION 


1. Ontario NATURAL Gas STORAGE AND PIPELINES LIMITED (herein referred to as the ‘“Company’’) 
was incorporated under the laws of the Province of Ontario by letters patent dated August 7, 1953. 
Supplementary letters patent dated March 11, 1955 were issued to the Company. The head office 
of the Company is at 48 Fifth Street, Chatham, Ontario. 


2. The general nature of the business actually transacted by the Company is the purchase, storage 
and transmission of natural gas and the sale thereof on a wholesale basis to distributors of gas operating 
principally in southwestern Ontario. 


3. The names, present occupations and home addresses of the directors and officers of the Company 
are as follows: 


Directors 
GHARLESUMIOREHOUSE| KENNEDY. .... E.XeCUtiVe, ae pene 751 West Ferry Street, 
Buffalo, New York, U.S.A. 
THOMAS MONTGOMERY............. Retired ngineer..e a eee 276 North Brock Street, 
Sarnia, Ontario. 
ROLAND ORD OB RIAN ere Investment Banker........... 256 North Street, 
Buffalo, New York, U.S.A. 
Davip PEARSON ROGERS........... Executive... s.f eee eee 155 Dunvegan Road, 
Toronto, Ontario. 
WALTER DENT SMITH ach sete te. aa EXe€cutivel que ee pee een ee 5 Rosemary Lane, 
Toronto, Ontario. 
[ROSe ILYARTS WONRRISING, GG boo oa Co ao oo Investment Dealer............1 Benvenuto Place, 
Toronto, Ontario. 
ET OMAS: WiRTR Ore GA veeeyne nine ee Executive ssn oe eee River Road, Raleigh Township, 
R.R. 5, Chatham, Ontario. 
Officers 
Davip PEARSON ROGERS........... President: 3: siseria ey a eee ae 155 Dunvegan Road, 
Toronto, Ontario. 
IRONaIS ANGE V\IAR RE Nie eee First Vice-President.......... 1 Benvenuto Place, 
Toronto, Ontario. 
ROLAND LorpD O’BRIAN............ WICe Eresiclen ian ent ane 256 North Street, 
Buffalo, New York, U.S.A. 
SISHOMAS NN TRE CoA ernie eer Vice-President and 
General Manager........... River Road, Raleigh Township, 
R.R. 5, Chatham, Ontario. 
FREDERICK ROLAND PALIN, C.A.....Assistant General Manager, 


Secretary and Treasurer... .. 236 Elizabeth Drive, 
Chatham, Ontario. 


HuGH James Denison, C.A......... Comptroller and Assistant 
“| TeEASUTERN a ae ee eee 268 Elizabeth Drive, 
Chatham, Ontario. 


4. The auditors of the Company are Messrs. Clarkson, Gordon & Co., Chartered Accountants, 
15 Wellington Street West, Toronto, Ontario, Canada. 


5. The registers and transfer books in respect of the bonds offered hereby will be maintained at 
the offices of The Canada Permanent Trust Company in the cities of Toronto, Montreal and Winnipeg; 
and in respect of the debentures at the office of The Canada Permanent Trust Company in Toronto. 
The Company’s shares are transferable at its head office. 


6. The authorized share capital of the Company consists of 1,000,000 shares without any nominal 
or par value of which 476,000 shares have been issued and fully paid up and are outstanding. 


= 


7. There are no bonds, debentures or other securities outstanding or proposed to be issued except 
the bonds hereby offered and the debentures referred to in paragraph 15 hereof which will rank junior 
to the bonds. 
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8. Other than an increase of approximately $2,400,000 in bank indebtedness and of approximately 
$1,400,000 in indebtedness to Union Gas Company of Canada, Limited for advances made since 
November 30, 1957, and the indebtedness to Union Gas Company of Canada, Limited under the 
agreement referred to in paragraph 15 hereof, no substantial indebtedness has been created or assumed 
or is to be created or assumed which is not shown in the balance sheet and pro forma balance sheet as 
of November 30, 1957 on page 10 of this prospectus. 


9. The securities offered hereby are $20,000,000 principal amount of 514% First Mortgage Sinking 
Fund Bonds, due January 15, 1978. The issue price by the Company of the bonds offered hereby is 
stated in paragraph 11 hereof. The issue price to the public is as stated on the face of this prospectus 
to which reference is hereby made. 


10. The net proceeds to be derived by the Company from the sale of the bonds offered hereby are 
$19,475,000 after provision for expenses of issue estimated at $75,000. The said net proceeds from 
the sale of the bonds of this issue will be used: (a) as to $2,516,935 in payment of the cash portion 
of the purchase price of the assets purchased from Union as referred to on page 3 of this prospectus; 
(b) as to approximately $5,500,000 in repayment to Union of advances by it to the Company (which 
at November 30, 1957 amounted to $4,056,763); (c) as to approximately $4,400,000 in repayment 
of bank loans (which amounted at November 30, 1957 to $1,989,998); and (d) as to the balance for 
general corporate purposes of the Company. 


11. By agreement dated January 9, 1958 the Company agreed to sell and A. E. Ames & Co. Limited 
agreed to purchase, subject to the terms and conditions therein contained, the $20,000,000 principal 
amount of bonds offered hereby at the price of $97.75 per $100 principal amount plus accrued interest 
from January 15, 1958 to the date of delivery. 


12. The by-laws of the Company contain the following provisions as to the remuneration of the 
directors: ‘“The Directors of the Company shall be paid such remuneration as the Board shall from 
time to time determine. They shall also be entitled to be paid their travelling and other expenses 
incurred in attending meetings of the Board of Directors. The Directors may by resolution award 
special remuneration to any Director of the Company undertaking any special service on behalf of 
the Company. Remuneration paid to the Directors as such shall be in addition to the salary paid to 
such Director or Directors as an officer of the Company unless otherwise provided by resolution of 
the Board of Directors.” 


13. The Company does not propose to pay any remuneration to its directors as such during its current 
financial year ending March 31, 1958. The aggregate remuneration paid or payable by the Company 
to officers of the Company who individually have received or may be entitled to receive remuneration 
in excess of $10,000 per annum during its current financial year is estimated at $15,000. During its 
jast financial year the Company did not pay any remuneration to its directors or officers. 


14. The preliminary expenses of the Company, which commenced business on or about December 1, 
1957, were $7,608. 


15. (a) Pursuant to an agreement dated as of November 30, 1957 the Company purchased from 
Union Gas Company of Canada, Limited, 48 Fifth Street, Chatham, Ontario, (i) certain underground 
gas storage facilities in Lambton County, Ontario and a 16” pipeline from Ojibway, Ontario to Lambton 
County, and certain compressor stations and other plant, at the price of $6,879,798 payable as to 
$6,000,000 by delivery of that principal amount of 514% Sinking Fund Debentures due January 15, 
1979 of the Company and as to the balance in cash; (ii) gas in underground storage held for current 
sale or exchange at a price of $3,509,137 payable as to $1,637,137 in cash and as to the balance by the 
assumption by Union Gas Company of Canada Limited’s liability to Trans-Canada Pipe Lines 
Limited for a deposit of $1,872,000 made under a certain Gas Exchange Agreement. The cash portion 
of the purchase price of all the said assets is $2,516,935 which will be paid out of the proceeds of this issue. 

(b) The Company has substantially completed the construction of a gas pipeline system ex- 
tending from the said storage facilities in the County of Lambton to a point of connection with the 
pipeline system of Trans-Canada Pipe Lines Limited in the vicinity of Oakville, Ontario. The cost of 
such construction has been defrayed in part out of paid up capital and the balance out of the advances 
and bank loans referred to in paragraph 10 hereof which are to be repaid out of the proceeds of this 
issue. 

(c) The nature of the title or interest acquired by the Company in respect of the said property 
is as follows: ownership in the case of the pipelines and related equipment, land, buildings and gas; 
easements or licenses in the case of rights-of-way for the pipelines; and leasehold interests in the case 
of underground storage areas. 

16. Reference is made to page 8 of this prospectus for particulars of the security which will be created 
for the bonds hereby offered. 
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17. During the two years preceding the date of this prospectus the Company has entered into the 
following contracts in addition to contracts in the ordinary course of business: 

(a) The agreement with Union Gas Company of Canada, Limited referred to in paragraph 15 
hereof; 

(b) The agreement with A. E. Ames & Co. Limited referred to in paragraph 11 hereof. 


On behalf of the Company, Union Gas Company of Canada, Limited entered into a number of 
contracts for the supplying and laying of pipe and the installation of related facilities. 


Copies of: (i) the agreements above referred to; (ii) the gas purchase and gas sale contracts referred 
to on pages 3, 4 and 5 of this prospectus; and (iii) when executed, the Trust Deed under which the bonds 
will be issued and the Trust Indenture under which the debentures will be issued; may be inspected 
at the head office of the Company, 48 Fifth Street, Chatham, Ontario during ordinary business hours 
in the period of primary distribution to the public of the bonds hereby offered. 

The foregoing declarations constitute full, true and plain disclosure of all material facts in respect 
of the offering of securities referred to above as required by Section 39 of The Securities Act (Ontario), 
by Section 39 of The Securities Act, 1954 (Saskatchewan), by Section 13 of the Security Frauds Pre- 
vention Act (New Brunswick), by Part [X of The Securities Act, 1955 (Alberta), and under the Quebec 
Securities Act, and there is no further material information applicable other than in the financial 
statements or reports where required or exigible. 


DATED this 15th day of January, 1958. 


Directors 
(Signed) C. M. KENNEDY, (Signed) David P. ROGERS 
by his agent, Davip P. ROGERS 
(Signed) THOMAS MONTGOMERY, (Signed) W. DENT SMITH 
by his agent, DAvip P. ROGERS 
(Signed) R. L. O'BRIAN, (Signed) R. L. WARREN 


by his agent, DAvip P. ROGERS 


(Signed) T. WEIR 


Underwriters 


To the best of our knowledge, information and belief, the foregoing declarations constitute full, 
true and plain disclosure of all material facts in respect of the offering of securities referred to above 
as required by Section 39 of The Securities Act (Ontario), by Section 39 of The Securities Act, 1954 
(Saskatchewan), by Section 13 of the Security Frauds Prevention Act (New Brunswick), by Part 1X 
of The Securities Act, 1955 (Alberta), and under the Quebec Securities Act, and there is no further 
material information applicable other than in the financial statements or reports where required or 
exigible. In respect of matters which are not within our knowledge we have relied upon the accuracy 
and adequacy of the foregoing. 


A. E. AMEs & Co. LIMITED 
by: (Signed) R. B. WEst 
The following are the names of all persons having an interest directly or indirectly to the extent 


of not less than five per centum in the capital of A. E. Ames & Co. Limited: R. L. Warren, F. D. 
Chapman, J. B. Ridley, H. D. Leeming, C. G. Fullerton. 
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Board of Directors 

R. L. O'Brian Davin P. RoGErs 

F. Patin, C.A. R. L. Warren 

J. M. Picorr T. WEIR 

Officers 

Davin P. Roamsat.rs Grireie>. > Sere pee 2 ea ereseaenr 
R. L. O’Brran whe Oe ee ee eee acnr 
T.P.PinckarpD . .......—.-~———i sst«iSsSC«‘éw ener’ Mianaageer of Stub sidiaarirs 
F. Pautn, C.A. Je eae oe Comptroller, Secretary and Treasurer 
K. J. Burnett oo. Assistant General Manager of Subsidiaries 
W.M.Common ..........._.... Assistant Secretary and Assistant Treasurer 


SUBSIDIARY COMPANIES 


Hamitton By Propuct Coxe Ovens, LimiTEp: 
Manufacturing coke and related by-products in Hamilton, Ontario 

Umnrrep Gas Limrrep (Formerly United Gas and Fuel Company of Hamilton Limited): 
Distributing gas in Hamilton, Ontario. 

Unrtep SusurBAN Gas Company, Lrm1tep: 


Distributing gas in Oakville, Burlington, Dundas, Milton, Georgetown, 
Acton, Bronte, Waterdown and other territory adjacent to Hamilton, Ont. 


By Supplementary Letters Patent, dated March 10, 1958, the name of United Gas and 
Fuel Company of Hamilton Limited was changed to United Gas Limited. 


As of April 11, 1958, United Suburban Gas Company, Limited became a wholly-owned 
subsidiary of United Gas Limited. 
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THIRTIETH ANNUAL REPORT 
OF THE DIRECTORS OF 
UNITED FUEL INVESTMENTS, LIMITED 


FOR THE FISCAL YEAR ENDED MARCH 31, 1958 


Hamilton, Ontario 
May 27, 1958. 
To THE SHAREHOLDERS: 


During the past fiscal year further substantial progress was made on the plans 
commenced in 1955 to convert from manufactured to natural gas all markets served 
by your Company. At March 31, 1958, this conversion had been completed through- 
out practically all of the gas service area. By April 30, 1958 the entire system had 
been converted to natural gas and the distribution of manufactured gas discontinued. 


The costs incidental to natural gas conversion applicable to the past fiscal year; 
higher distribution and promotional costs due to extension of facilities into new 
areas and to serve a larger number of customers; interest costs on larger borrowings 
and the need to provide for depreciation on greatly expanded plant facilities all 
contributed to a substantial increase in the cost of doing business. While gas sales 
revenues at $4,131,716 were 10% greater than for the prior year this increase was 
not sufficient to offset the higher costs of operating the gas system and increased 
costs of gas purchased for resale. 


In addition, increased unit costs of production in the coke ecg ed plant 
were not entirely recoverable from higher unit selling prices for products sold. 


As a result consolidated net earnings for the year ended March 31, 1958 at 
$415,829 were $182, 611 less than for the previous fiscal year. 


Meters on the lines at March 31, 1958, totalled 41,911, a net increase of 1,464 
during the year. However, the number of customers presently on the lines and the 
annual volumes of gas currently being sold do not reflect the potential volume of 
sales which may be attained on the existing distribution facilities, including those 
installed in anticipation of natural gas becoming available. The obtaining of larger 
portions of this potential load and the operation of the gas distribution system at a 
level closer to capacity will ultimately result in improved earnings for the Company. 


Incorporated herein are the Consolidated Balance Sheet, Consolidated Statement 
of Profit and Loss and Consolidated Statement of Accumulated Earnings Retained 
for Use in the Business of the Company and its wholly-owned subsidiaries for the 
fiscal year ended March 31, 1958, with comparative figures for the previous fiscal 
year, together with the Report of the Auditors thereon. 
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UNITED FUEL 


INVESTMENTS, 


OPERATING RESULTS 


LIMITED 


The following summary shows the consolidated results of operations of your 
Company and its subsidiaries for the fiscal year ended March 31, 1958, as compared 


with the previous year: 


Gross revenue from sales 
Other income 


Total income 


Cost of products sold Dean eater em ok 

Distribution, selling, general and administrative 
expenses ess 

Depreciation ep eh ot SRE egy Le ee 

Amortization of natural gas conversion costs... 

Interest on bonds and bank loans and other funded 
debt charges 


Total costs and expenses exclusive of income 
taxes Bd 


Profit before income taxes 
Income taxes 


Net Profit for the year 


REVENUES 


Fiscal year ended Increase 
March 31 or 

Decrease 

1958 1957 for 1958 
$ 8,329,919 $ 8,147,397 £182.52 
155,267 174,503 19,236 
$ 8,485,186 $ 8,321,900 $ 163,286 
S$ 5,3125575 » Dei 350 $ 185,246 
1,692,032 1,486,751 205,281 
430,895 377,953 52,942 
20,800 6,600 14,200 
113,054 85,526 27,528 
$ 7,569,357 $ 7,084,160 $ 485,197 
$ 915,829 $ 1,237,740 $* 391977 
500,000 639,300 139,300 
$ 415,829 $ 598,440 $182 611 


Gross revenue from sales for the fiscal year ended March 31, 1958 was $182,522, 
or 2.2%, greater than for the prior fiscal year. The following is an analysis of sales 


by principal products: 


Coke sales: 
Company production 
Purchased for re-sale 


Total 
Gas sales : ; : 
Tar and other residual sales 


Total sales 


Gross revenue from 


sales for fiscal 


Increase or 
Decrease compared 


year ended with prior 
March 31, fiscal year 
1958 Amount hp 
$ 3,758,563 $$ 285,264 8.2 
9,900 45/354 = 
$ 3,768,463 172,090 4.4 
4,131,716 377,072 10.0 
429,740 22,460 5.0 
$ 8,329,919 $ 182,522 ply 


UNITED FUEL INVESTMENTS, LIMITED 


In keeping with the practice developed over the past few years, production 
schedules at the coke ovens of your Company during the past year were directed 
mainly to the production of high quality coke for foundry and other metallurgical 
purposes. While the production time per ton of such coke produced is considerably 
longer than that required to produce other standard cokes, with a resultant decrease 
in the number of tons which may be produced per annum, this high grade coke 
demands a premium price over the prices obtainable for standard quality coke. The 
efforts of the Company to obtain as large a share as possible of the market for this 
type of coke resulted in an increase of approximately 12,000 tons in the volume of 
coke produced in its ovens and sold. Although a slightly higher price per ton was 
realized on the sales of such coke and gross revenue received therefrom was $285,264 
higher than for the previous year, the increased revenue was not sufficient to entirely 
offset the higher production costs per ton incurred during the year. 


The Company was able to meet the coke requirements of its customers almost 
entirely from the coke production of its own ovens and only a very nominal quantity 
of coke was purchased and resold during the year. Asa result, gross revenues from 
sales of purchased coke were reduced by $457,354. While only a nominal profit per 
ton had been realized on such sales in the past, as a service to its customers it was 
the practice of the Company to obtain from other sources coke of the quality 
requested when demands for such coke could not be met from the Company’s own 
production. 


The total volume of gas sold, both manufactured and natural, was 2.7% greater 
and gross revenue received therefrom was $377,072, or 10.0%, greater than for the 
previous year. However, because of the greatly increased number of customers 
converted from manufactured to natural gas during the past year and because the 
heating value of natural gas is approximately twice that of manufactured gas, the 
volume and value of gas sales for the two years are not accurately comparable. The 
following tabulation shows the changes in volume and value of gas sales by classes 
of customers as compared with the previous year without adjustment to reflect the 
difference in heating value of natural gas as compared with manufactured gas. 


Volume in thousands of Gross Revenue 
cubic feet in Dollars 
% ovet % over 
Year to % ot under Year to Oi ot under 
March 31 of previous March 31 of previous 
1958 Total year 1958 Total year 
Class of Customers —. as —— a 
NesiGenm tia lem Wet tts cc ces «ke DE Oo 07.0 50.0 eel $2,391,439 57.9 16.6 
(Gomimnrercta iy re ee 690,984 i5) 1 9.4 607,295 14.7 iS). 7/ 
Ricistrtaleee shee oc. Cee 1,598,620 34.9 10.5 1,132,982 27.4 B29 
PLO a PRR ee ete Pats tae ty 4,579,275 100.0 PEA $4,131,716 100.0 10.0 


—$—_—_ 


The volume of tar and other residuals produced in the coke manufacturing 
plant and sold was somewhat less than for the previous fiscal year. As a result, 
gross revenue from sales of such products was reduced by $22,460, or 5.0% 


e 


UNITED FUEL INVESTMENTS, LIMITED 


EXPENSES 


Total expenses of the Company, exclusive of income taxes, were $485,197, or 
6.8% greater than for the previous year. This increase in costs occurred as follows: 


Cost of Products Sold increased $185,246. 


Cost of coke produced in the Company’s ovens and sold increased $350,408 due 
to the increased tonnage produced and sold and the higher unit production costs, 
while the almost total elimination of purchase and sale of coke produced by others 
resulted in a decrease of $438,360 in cost of such sales. As a result, cost of all coke 
sales decreased $87,952. Cost of gas produced and purchased for re-sale was higher 
by $273,760, due in part to the moderate increase in volume of gas sales but mainly 
to the fact that a larger portion of the gas purchased was natural gas at a higher 
cost per thousand cubic feet than the displaced manufactured gas. Gross revenue 
from gas sales however, was $377,072 higher. The cost of all other residuals sold 
decreased $562. 


Distribution, Selling, General and Administrative Expenses increased $205,281. 


Increased labor and other costs incidental to the operation and maintenance of 
more extensive gas plant facilities; the need for more clerical and administrative 
staff to adequately serve an increasing number of customers over a more extensive 
service area; higher municipal taxes; expanded gas sales promotion activities and 
generally increased costs of doing business, all contributed to these higher expenses. 


Depreciation increased $52,942. 


Provisions for depreciation were made on the same basis as for the prior fiscal 
yeat but because of the need to provide for depreciation on extensive property addi- 
tions made during the year the total charge to Profit and Loss Account for this 
purpose increased $52,942. 


Amortization of Natural Gas Conversion Costs increased $14,200. 


During the year a further amount of $641,037 was spent on the conversion to 
natural gas of appliances in the premises of customers. These costs are being 
carried forward as a deferred expense to be amortized over approximately 10 years. 
The pro rata charge to Profit and Loss Account for this purpose during the fiscal 
year ended March 31, 1958 was $20,800, or $14,200 more than for the previous year. 


Interest on Bonds and Bank Loans and Other Funded Debt Charges increased $27,528. 


While there was no change in the amount of funded debt outstanding during 
the year, it was necessary to obtain temporary bank loans to finance the construction 
program pending the issuance of long term debt securities. As a result, and after 
charging $25,786 to property account for interest during construction, the charge 
to Profit and Loss Account for interest on borrowings and other funded debt costs 
for the year was higher by $27,528. 
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UNITED FUEL INVESTMENTS, 


CONSOLIDATED FINANCIAL POSITION 


LIMITED 


As at March 31, 1958, current liabilities of the Company and its subsidiaries 


were $380,474 in excess of current assets. 


The following summary indicates the 


receipts and disbursements of working capital during the fiscal year ended March 31, 


1958: 


Receipts oF WorKING CapPITAL: 
Net earnings for the year he Wee Olasaeeke ec (ad 
Add back: Amounts charged to earnings which did not represent 
cash outlay: 
Proyision-for depreciation... =. 4...) 4. ac) a eee 
Amortization of bond discount and other bond issue expenses . 
Amortization of natural gas conversion costs A aR 
Reduction in income taxes payable resulting from claiming for 
tax purposes capital cost allowances and natural gas con- 
version costs, in an amount greater than the depreciation 
and amortization recorded in the accounts 


Reduction in inventory of stores and spare equipment 
Decrease in deferred charges and prepaid expenses 


Total working capital made available 


DisBURSEMENTS OF WoRKING CaPITAL: 
Gross expenditure on property account, less salvage 
Natural gas conversion costs lh) ceil eaisiaiaie: 
Dividends on capital stock paid or provided for . 
Increase in funds on deposit with trustee for bondholders 


Resulting in disbursements of working capital exceeding receipts of 
working capital by hanes Te teteehrempeds Jib) be ever! bis 
Excess of current assets over current liabilities at beginning of year 


Excess of current liabilities over current assets at end of year (and before 
completion of debt financing in April 1958) oe 


$ 415,829 


430,895 
17.117 
20,800 


314,000 


$2,803,201 
641,037 
429,689 


£595452 


Property account expenditures during the year were as follows: 


Gas Companies: 
Property additions 
Property replacements 


Coke Company: 
Property additions 
Property replacements 


Gross expenditures on property account additions and re- 


placements Oa ee he ee 
Less: Amounts realized on property items sold or replaced 


Net expenditure on property 


$2,554,765 


253,091 


$ 14,790 
1790) 


$1,193,641 


32,144 
i101 


$1,263,492 


4,033,379 


$2,769,887 
2,389,413 


$ 380,474 


$2,788,456 


26,992 


$2,815,448 
12,247 


$2,803,201 


UNITED FUEL INVESTMENTS, LIMITED 


The property additions of the gas companies consisted mainly of the construction 
of large diameter transmission lines connecting with a new source of natural gas 
supply, and numerous distribution plant extensions designed to make natural gas 
service available to a greater number of customers throughout the franchise areas. 


Dividends totalling $429,689 were paid on the capital stock of the Company 
during the year as follows: 


Class ‘‘A’’ 6% Cumulative Preference Shares— 
Four quarterly dividends of $ .75 each per share, or a total of $3.00 per share, 


on 90,000 shares outstanding. $ 270,000 
Class ‘‘B’’ Non-Cumulative Preference Shares— 
Dividend of $1.00 per share paid July 2, 1957 on 69,689 shares outstanding 69,689 
Common Shares— 
Dividend of $1.00 per share paid on July 2, 1957 on 90,000 shares outstanding . 90,000 
Total dividends paid ; ’ ; ne: : $ 429,689 


In April 1958 United Gas Limited sold $6,500,000 par value of its first mortgage 
54% sinking fund bonds due October 1, 1977. At the same time United Fuel 
Investments, Limited redeemed its remaining outstanding $1,990,000 par value first 
collateral mortgage 4% sinking fund bonds, series A, due December 1, 1959, for 
which purpose approximately $418,000 was already on deposit with the trustee for 
the bondholders, and sold $500,000 par value of its holdings of Hamilton By Product 
Coke Ovens, Limited 414% first mortgage bonds due December 1, 1959 to a sub- 
sidiary of Union Gas Company of Canada, Limited. The net result of these trans- 
actions has been to supply United Fuel Investments, Limited and its wholly-owned 
subsidiaries with sufficient funds to finance further contemplated expansion of the 
gas distribution facilities during the fiscal year commenced April 1, 1958, at an 
estimated cost of $3,000,000 with the balance of the proceeds, approximately 
$2,300,000, being available for general corporate purposes. 


PERSONNEL 


The growth and expansion of the Company during the past year resulted in a 
further increase in the number of regular employees. As at March 31, 1958 there 
were 592 regular employees on the payrolls, an increase of 119 during the year. A 
total of $2,041,500 was paid in wages and salaries during the year to all employees, 
including those employed on a temporary basis during the construction season. 
This represents an increase of $349,835 as compared with the previous year. In 
addition, during the past year the Company contributed $164,347 to the group 
insurance and pension plans maintained for the benefit of employees and to which 
the employees also contribute. 


UNITED FUEL INVESTMENTS, LIMITED 


Many employees attended and participated with keen interest in educational 
and training programs conducted by the Company throughout the year to keep 
employees informed on Company policies and to better equip them to carry out 
their duties in a safe and efficient manner. 


The sincere appreciation of the Board of Directors is expressed to all employees 
who through their loyalty and co-operative spirit maintained high standards of 
service during a period in which the Company’s facilities were being widely ex- 


panded and converted for the distribution of natural gas. 


NATURAL GAS 


Under the terms of a contract dated November 4, 1955, United Suburban Gas 
Company, Limited is purchasing substantial volumes of natural gas from Niagara 
Gas Transmission Limited. This gas is being utilized on the systems of United 
Gas Limited and United Suburban Gas Company, Limited. 


As at December 2, 1957, United Gas Limited entered into a contract with 
Ontario Natural Gas Storage and Pipelines Limited, a wholly-owned subsidiary of 
Union Gas Company of Canada, Limited for a supply of natural gas for the systems 
of United Gas Limited and United Suburban Gas Company, Limited. The contract 
extends for a primary period of 20 years from January 1, 1958 and under its terms 
United Gas Limited is entitled to purchase natural gas in volumes up to 4.25 billion 
cubic feet in the first contract year increasing progressively to 14.5 billion cubic feet 
in the thirteenth and subsequent contract years. United Gas Limited is required to 
take, or in any event pay for, a minimum of 75% of the stated volume for each year, 
less such quantities as may be purchased under the November 4, 1955 contract with 
Niagara Gas Transmission Limited. 


When Western Canada gas is made available by Trans-Canada Pipe Lines 
Limited at a point adjacent to the service area of United Gas Limited and United 
Suburban Gas Company, Limited, receipts of gas under the contract of November 4, 
1955 with Niagara Gas Transmission Limited will cease and thereafter, with the 
exception of the purchase of a nominal volume of gas produced locally, United Gas 
and United Suburban Gas will receive their entire natural gas requirements from 
Ontario Natural Gas Storage and Pipelines Limited. 


With the completion by Ontario Natural Gas Storage and Pipelines Limited in 
December, 1957 of its main gas transmission pipeline from underground gas storage 
pools in Lambton County, Ontario, to the point of juncture between the facilities of 
that Company and United Gas Limited near the city of Hamilton deliveries of gas 
were commenced under the above-mentioned contract of December 2, 1957. 
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UNITED FUEL INVESTMENTS, LIMITED 


Under the contract with Ontario Natural Gas Storage and Pipelines Limited 
your Company is now assured of ample supplies of natural gas, on terms and under 
conditions more favorable than could be obtained from any other source, to meet 
the requirements of its present and future customers for many years tocome. With 
this assurance of gas supply it is intended that pipeline facilities will be extended to 
give natural gas service to all sections of the Company’s franchise areas where the 
economics of the project indicate that such extensions are justified. 


GENERAL 


The coke manufacturing facilities of the Company will continue to operate to 
produce high quality metallurgical coke to meet as far as possible the market de- 
mands for such coke. 

On behalf of the Board of Directors, 

DAVID P. ROGERS, 
President. 
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UNITED FUEL INVESTMENTS, LIMITED 


AUDITORS’ REPORT 


To the Shareholders of 
United Fuel Investments, Limited: 


We have examined the consolidated balance sheet of United Fuel 
Investments, Limited and its wholly-owned subsidiaries as at 
March 31, 1958 and the statement of consolidated profit and loss 
and accumulated earnings retained for use in the business for the 
year ended on that date and have obtained all the information and 
explanations we have required. Our examination included a general 
review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in 
the circumstances. 


In our opinion the accompanying consolidated balance sheet and 
statement of consolidated profit and loss and accumulated earnings 
retained for use in the business are properly drawn up so as to 
exhibit a true and correct view of the state of the affairs of the 
companies as at March 31, 1958 and the results of their operations 
for the year ended on that date, according to the best of our infor- 
mation and the explanations given to us and as shown by the 
books of the companies. 


CLARKSON, GORDON & CO. 


Chartered Accountants. 
Hamilton, Canada, 


May 20, 1958. 
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UNITED FUEL ID 


(Incorporated unde 
AND ITS WHOL 


Consolida 
MABE 
(with compar 


ASSETS 
Match 31, 1958 Match 31, 1957 


Property (notes 4 and 5): 
Gas and coke manufacturing plants, distribution systems, trans- 


mission lines, land, buildings, franchises, rights, etc.— 


at cost $16,509,435 $13,823,505 
Less accumulated depreciation 8,032,083 7,718,459 
$ 8,477,352 $ 6,105,046 
Premium paid on acquisition of subsidiary companies 4,079,955 4,079,953 
$12,557,307 $10,185,001 
CURRENT: 
Cash $ 145,293 $ 1,504,778 
Accounts receivable less allowance for doubtful accounts . 020595 826,862 
Inventories valued at the lower of cost or market 828,724 1,046,596 
Income taxes recoverable 296,817 
$ 2,200,367 $ 3,378,236 
DEFERRED AND OTHER AssETs: 
Stores and spare equipment $ 164,560 $ 196,704 
Funds on deposit with trustee for bondholders 418,564 259,112 
Prepaid expenses and deferred charges 50,186 111,044 
Balances to be amortized in future years: 
Natural gas conversion costs 694,890 74,653 
Discount and expenses on issue of funded debt 37,350 26,316 
$ 1,365,550 $ 667,829 
Approved on behalf of the Board: 
DAVID P. ROGERS, Director 
T. WEIR, Director 
$16,123,224 $14,231,066 
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TMENTS, LIMITED 
s of Canada) 


(NED SUBSIDIARIES 


lance Sheet 
1958 
res for 1957) 
LIABILITIES 


March 31, 1958 March 31, 1957 


SHAREHOLDERS’ Equity: 


Capital (note 3)— 
Class “‘A’’ 6% cumulative preference shares of $50 each— 
Authorized and issued—90,000 shares 


Class ‘‘B’’ non-cumulative preference shares of $25 each— 
Authorized and outstanding—69,689 shares . 


Common shares of no par value— 
Authorized and issued—90,000 shares 


Contributed surplus arising from discount on redemption of 
Class ‘‘B’’ preference shares 


Accumulated earnings retained for use in the business 


Funpep Dest (note 1): 


First collateral mortgage serial and sinking fund bonds— 
Authorized $5,500,000, whereof originally issued $4,500,000 
Outstanding—4% sinking fund bonds Series ‘‘A’’ due 

December 1, 1959 : 4 smbatae : 


DEFERRED: 


Accumulated tax reductions applicable to future years (note 2) 


Current LIABILITIES: 
Bank indebtedness 


Accounts payable and accrued charges 
Accrued interest on bonds 
Income and other taxes payable 


Dividend payable 
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$ 4,500,000 $ 4,500,000 
1,742,225 1,742,225 
50,000 50,000 
417,220 417,220 
4,463,238 4,477,098 
$11,172,683 $11,186,543 
$ 1,990,000 $ 1,990,000 
$ 379,700 $ 65,700 
$ 1,548,131 
643,956 $ 563,202 
26,170 26,242 
295,084 331,879 
67,500 67,500 
$ 2,580,841 $ 988,823 
$16,123,224 $14,231,066 


UNITED FUEL INVESTMENTS, LIMITED 


AND ITS WHOLLY-OWNED SUBSIDIARIES 


Statement of Consolidated Profit and Loss and Accumulated Earnings 


Retained for use in the Business 


for Year Ended March 31, 1958 
(with comparative figures for 1957) 


PROFIT AND LOSS 
OPERATING REVENUE AND OTHER INCOME: 


Gross revenue from sales 
Other income 


OpERATING ExpENSES AND INTEREST: 


Cost of products sold : : 
Distribution, selling, ee and adiniaiceeateee Mess 
Depreciation Syne 
Amortization of natural oe conversion costs 


Bond and other interest including bond discount aad arene 
amortized Cless interest charged to construction in 1958, 
$25,786; in 1957, $8,389) 


Prorit Brerore INcomME TAxeEs 
Income Taxes (note 2) 


Net Prorit ror YEAR 


ACCUMULATED EARNINGS RETAINED FOR USE IN THE BUSINESS 


Balance at beginning of year 
Add net profit for year as above 


Deduct: 
Dividends declared— 
Class ‘‘A’’ 6% preference shares 
Class “‘B’’ preference shares 
Common shares 


Net reduction in property accounts (note 5) 


Balance at end of year 


1958 1957 
$8,329,919 $8,147,397 
155,267 174,503 
$8,485,186 $8,321,900 
$5,312,576 $5,127,330 
1,692,032 1,486,751 
430,895 377,953 
20,800 6,600 
113,054 85,526 
$7,569,357 $7,084,160 
$ 915,829 $1,237,740 
500,000 639,300 
$ 415,829 $ 598,440 
$4,477,098 $4,879,672 
415,829 598,440 
$4,892,927 $5,478,112 
$ 270,000 $ 270,000 
69,689 69,689 
90,000 90,000 
$ 429,689 $ 429,689 
571305 
$ 429,689 $1,001,014 
$4,463,238 $4,477,098 
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UNITED FUEL INVESTMENTS, LIMITED 


Notes to Consolidated Financial Statements 
March 31, 1958 


(1) Transactions subsequent to March 31, 1958— 
(a) During April 1958 United Fuel Investments, Limited— 


Gi) Sold $500,000 444% first mortgage serial bonds of a wholly-owned 
subsidiary, Hamilton By Product Coke Ovens, Limited maturing 
December 1, 1959 for $500,000 to a subsidiary of Union Gas Company 
of Canada, Limited; 

(ii) Redeemed $1,990,000 first collateral mortgage 4% sinking fund bonds 
Series ‘‘A’’ and secured discharge of the relative trust deed; 


(b) During April 1958 a wholly-owned subsidiary company, United Gas 
Limited, dene United Gas and Fuel Company of Hamilton Limited) 
issued and sold $6,500,000 514% first mortgage sinking fund bonds dated 
April 1, 1958 and maturing October 1, 1977 for $6,353,750. 


(2) Accumulated tax reductions— 


The subsidiary companies may for tax purposes deduct expenditures on 
conversion of facilities for utilization of natural gas in the year such ex- 
penditures are incurred, whereas these costs are being amortized in the 
accounts over a ten-year period. In addition, they may deduct capital cost 
allowances for 1958 in excess of the depreciation recorded in the accounts. 
As a result, income taxes payable for the current year are less than the 
amounts provided in the accounts by $314,000 ($41,558 in 1957). The 
aggregate of this amount and similar reductions in previous years, $379,700, 
will be restored to income in those future years when the relative amounts 
recorded in the accounts will be greater than the amounts which may be 
claimed for tax purposes and are included in the balance sheet in the item 
‘Accumulated tax reductions applicable to future years’. 


(3) Capital stock— 


The Class ‘‘A’’ preference shares are redeemable at the option of the com- 
pany or by purchase in the open market for cancellation at a price not 
exceeding $60. 

The Class ‘‘B’’ preference shares are non-voting and have a preference only 
on winding up. They participate pro-rata with the common shares in 
any payment of dividends over and above the cumulative preferential divi- 
dends payable on the Class ‘‘A’’ preference shares. The Class ‘‘B’’ preference 
shares ate redeemable only through purchase for cancellation by the com- 
pany in the open market at a price not exceeding $30. 


(4) Future capital expenditures— 


At March 31, 1958 the companies had authorized further capital expendi- 
tures of $3,000,000 for the expansion of gas distribution and other facilities. 


(5) Reduction in property accounts— 
As of April 1, 1956, in accordance with a report dated June 13, 1956, of 
Stone & Webster Canada Limited, consulting engineers, the property 
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accounts of the subsidiary companies engaged in gas distribution were 
reduced in the aggregate by $571,325 as follows: 


Net reduction in asset values now restated at cost as com- 
puted by the consulting engineers (comprising principally 
(a) elimination of amounts added on pais rior to 1920 
and plant retired, less (b) inclusion of applicable overhead 
and other costs previously charged to expense)........... $480,868 


Net increase in accumulated depreciation (adjusted to re- 
flect the depreciation which in the opinion of the consulting 
engineers had accrued to April 1, 1956) chs Reno eae 90,457 


Amount deducted from accumulated earnings retained for 
USE 1M the DUSITESS 5 6 u« os 5 cay crete oe a Rea eer aren ee $571,325 


(6) Natural gas contracts— 


By contract dated December 2, 1957, United Gas Limited, a wholly-owned 
subsidiary company, has agreed to purchase from Ontario Natural Gas 
Storage and Pipelines Limited annual amounts of natural gas ranging from 
4.25 billion cubic feet in the calendar year 1958 to 14.5 billion cubic feet 
in the calendar year 1970 and subsequent years. United Gas Limited is 
obliged to take or in any event pay for a minimum of 75% of the stipulated 
volume for each contract year, less such quantities as may be purchased 
under an existing contract with Niagara Gas Transmission Limited. 


(7) Remuneration of directors, officers and legal advisers— 


The expenditures of the year ended March 31, 1958 include remuneration of 
directors (other than executive officers) $9,900, payments to legal advisers, 
$32,209, and remuneration of executive officers, $40,000. 


NEW ISSUE 
$6,500,000 
United Gas Limited 
(Incorporated under the laws of Ontario) 
29%% First Mortgage Sinking Fund Bonds 
To be dated April 1, 1958 To mature October 1, 1977 


Principal of the bonds of this issue, half-yearly interest thereon (April 1 and October 1) and redemption premium, 
if any, will be payable in lawful money of Canada at any branch in Canada of the bank designated in the bonds, 
at the option of the holder. The bonds will be available in coupon form, registrable as to principal, in the 
denomination of $1,000 and in fully registered form in denominations of $1,000 and authorized multiples thereof. 
Subject to the provisions of the Trust Deed, coupon bonds and fully registered bonds will be interchangeable. 


The bonds will be redeemable for sinking fund purposes at the principal amount plus accrued interest to the 
date specified for redemption. Otherwise the bonds will be redeemable at the option of the Company, prior 
to maturity, in whole at any time, or in part from time to time, upon prior notice of not less than thirty (30) 
days at a premium of 5.25% of the principal amount if redeemed on or before March 31, 1959 and thereafter 
at premiums reducing by .30 of 1% of such principal amount on April 1 in each of the years 1959 to 1973 
inclusive and by .25 of 1% on April 1 in each of the years 1974 to 1976 inclusive, and on and after April 1, 1976 
without premium, plus in every case accrued interest to the date fixed for redemption; provided that, except 
through the sinking fund, the bonds may not be redeemed before April 1, 1968 by the application of funds 
obtained through borrowing having an interest cost of less than 514% or in anticipation of such borrowing. 


The Company will covenant in the Trust Deed to establish a sinking fund to retire not less than $4,350,000 

principal amount of bonds of this issue prior to maturity and for such purpose to pay to the Trustee in each 

year amounts sufficient to retire on April 1 of each year the following respective amounts of bonds: in the years 

1961 and 1962, $150,000; in 1963 to 1965 inclusive, $200,000; in 1966 to 1970 inclusive, $250,000; in 1971 to 
1975 inclusive, $300,000; and in 1976 and 1977, $350,000. 


Trustee: The Canada Permanent Trust Company 


In the opinion of Counsel, the bonds of this issue will be investments in which the Canadian and 

British Insurance Companies Act states that companies registered under Part III thereof may, 

without availing themselves for that purpose of the provisions of sub-section (4) of Section 63 of 
the said Act, invest their funds. 


We, as principals, offer these bonds if, as and when issued by United Gas Limited and accepted by us, subject 

to the approval of all legal matters by Messrs, Blake, Cassels & Graydon on behalf of the Company and by 

Messrs. Arnoldi, Parry, Campbell, Pyle, Godfrey & Lewtas on our behalf. Said counsel will rely as to matters 
of title on the opinion of Messrs. Walsh, Evans & Philp of Hamilton, Solicitors to the Company. 


Price: 100 and accrued interest 


It is expected that definitive bonds will be available for delivery in Toronto, Montreal and Winnipeg on or 
about April 11, 1958. 


The right is reserved to reject any or all applications and also in any case to allot a smaller amount than is 
applied for. 


A. E. Ames & Co. 


Limited 
Business Established 1889 


TORONTO MONTREAL NEW YORK LONDON, ENG. VANCOUVER VICTORIA WINNIPEG CALGARY 
LONDON HAMILTON OTTAWA KITCHENER’ ST. CATHARINES OWEN SOUND QUEBEC BOSTON, MASS. 


March 24, 1958 Printed in Canada 
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This prospectus is not and under no circumstances is to be construed as an offering of any of these bonds for 
sale in the United States of America or in the territories or possessions thereof. 
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The following information has been supplied by officers of United Gas Limited. 


The Company 
United Gas Limited (hereinafter sometimes referred to as the ‘‘Company’’) and United Sub- 
urban Gas Company, Limited (hereinafter sometimes referred to as ‘‘United Suburban’’) are en- 
gaged in the purchase, distribution and sale of gas in the city of Hamilton and adjacent territory. 
Each is a wholly-owned subsidiary of United Fuel Investments, Limited but, contemporaneously 
with the issue of the bonds hereby offered, United Suburban will become a wholly-owned subsidiary 
of the Company. 


History—The Company was incorporated in 1903 under the laws of Ontario as The Ontario Pipe 

Line Company, Limited, which name was changed in 1913 to United Gas and Fuel Company 
of Hamilton Limited and in March 1958 to United Gas Limited. Since incorporation it has been 
engaged primarily in the distribution in the city of Hamilton of manufactured gas for residential, 
commercial and industrial purposes. Late in 1957 the Company began a program of conversion of 
its gas system for the distribution of natural gas which it is now distributing in parts of Hamilton. 
It is expected that the conversion of the entire system will be completed by the end of April 1958. 


United Suburban resulted from the amalgamation under the laws of Ontario in 1956 of The 
United Suburban Gas Company, Limited (incorporated in 1929) and The Wentworth Gas Company 
Limited (incorporated in 1939). Until the latter part of 1955 these companies distributed manu- 
factured gas. In that year conversion of the system to the distribution of natural gas was com- 
menced and by the end of 1957 United Suburban was distributing natural gas throughout its entire 
franchise area. 


The Company and United Suburban own and operate 380 and 201 miles respectively of pipe- 
lines for the transmission, distribution and sale of gas as well as service lines, meters, measuring and 
regulating equipment. 


Area Served—The franchise areas of the Company and United Suburban are in the counties of Halton 

and Wentworth and include the city of Hamilton, the towns and villages of Oakville, 
Burlington, Dundas, Georgetown, Milton, Acton, Bronte, Waterdown and Stoney Creek and the 
townships of Trafalgar, Saltfleet, West Flamborough and Esquesing. These areas have a total 
population of approximately 375,000 and include heavy industrial concentrations and rich farming 
communities. Following the introduction of natural gas late in 1955 the area served within the 
franchise areas has been and is continuing to be steadily expanded. 


Expansion Program—The program of expansion which was undertaken by the Company and United 

Suburban with the introduction of natural gas has involved the construction 
of: (i) a transmission line to serve the towns of Georgetown, Milton and Acton; (ii) a 20-inch line 
to connect the distribution systems of the companies with the transmission line of Ontario Natural 
Gas Storage and Pipelines Limited; (ili) approximately 10 miles in length of 16-inch line completing 
a city of Hamilton loop main to facilitate gas distribution throughout the city and adjacent muni- 
cipalities; (iv) distribution mains, service lines and meters to provide service to additional customers, 
both by increasing the capacity of the existing system and extending the areas served. 


Expansion of the distribution system is continuing and it is anticipated that approximately 
$3,000,000 will be expended during the fiscal year commencing April 1, 1958 for this purpose, in- 
cluding the construction of a new service centre in the city of Hamilton. 


The accompanying statistics indicate the increase in the number of meters installed and the 
increase in volume of natural gas distributed since the beginning of 1956. It is anticipated that 
approximately 6,370,000 MCF* of natural gas will be sold in the fiscal year ending March 31, 1962 
and that by that date a total of 62,000 meters will be in service on the combined system, 


*MCF means 1000 cubic feet. 


The following table sets out the combined gas sales statistics for the Company and United 
Suburban together with the approximate population of the areas served for the five years ended 
March 31, 1957 with comparable estimates for the year ending March 31, 1958. 


Nore: For ease of comparison, manufactured gas volumes have been doubled in order to approxi- 
mate natural gas volume equivalents, the heat content per cubic foot of natural gas being approxi- 
mately twice that of manufactured gas. 


Fiscal year ended March 31 


Number of Meters at end of Year 


Estimated 
1953 1954 1955 1956 1957 1958 

Residential eam ten nett etn 39,020 38,526 38,184 37,655 37,937 39,761 

(Gomiiercia leer eae 2,099 2,154 2,191 2,291 Zeaco 2,599 

Inc tis tric | Meee meer tere terete at netan 175 172 WAN 186 185 193 

TG (al laa ee ee sneered Sey oe 41,294 40,852 40,552 40,132 40,447 42,553 

Total volume all Gas Sales MCF (adjusted as noted above) 

RSET. 6 oo Anon oo Rano OS 944,713 960,479 1,004,826 984,101 1,114,755 1,377,700 

Gommercial see Rien ee 258,867 261,409 277,855 292,229 338,650 397,450 

La USthial eee are name ern: 723,040 727,920 623,578 712,950 1,046,717 1,010,800 

AREA ENYA. nants Gun Dees 1,926,620 1,949,808 1,906,259 1,989,280 2,500,122 2,785,950 

Natural Gas Sales Volume MCF (included in previous totals) 

RES GORGE. cook oso ramen coenee — — — 26,065 186,470 532,200 

Goiumenrcial wan sewenmeeccecrecars < — — — 7,913 45,520 124,000 

BNGGGae ros noon adie oe oe — — — BaD 308,061 425,500 

ST otal steerer er eretein ten ro —_— — — 71,148 540,051 1,081,700 

Total Gas Sales 

Residential ammeertirceterte tet ot gk: $1,678,458 $1,854,132 $1,929,436 $1,875,461 $2,030,814 $2,297,000 

Commerciale eee a 391,193 421,676 448,456 468,376 524,702 587,800 

WniGlurstiia meer eerie ner earn 867,993 836,601 757,312 869,910 1,178,478 1,123,100 

HontelteclipiscOuUntstmen eric: 17,778 16,943 17,576 18,389 20,650 22,900 

tee WEA ee on ao awh amen 2,955,422 $3,129,352 $3,152,780 $3,232,136 $3,754,644 $4,030,800 
Approximate Population of 

Franchise Areas........... 293,500 306,000 323,000 339,000 357,000 375,000 


Appliance Sales and Sales Promotion—The companies are actively engaged in the sale of gas appliances 

for space heating, cooking, water heating, refrigeration, etc. 
and appliance showrooms are maintained in Hamilton and other important centres in the franchise 
areas. A staff is maintained to promote the sale of appliances and the use of gas in all markets 
served. Sales promotion activities also include an employee training plan and a program of dealer 
co-operation aimed at encouraging dealers to promote the sale and installation of all types of gas 
appliances. With the large volumes of natural gas now available to the companies, these gas sales 
promotional activities are being extensively expanded. 
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Natural Gas Supply—The Company has entered into a contract dated December 2, 1957 with Ontario 

Natural Gas Storage and Pipelines Limited for the supply of natural gas for 
its system and the system of United Suburban, under the terms of which the Company is entitled 
to purchase natural gas in volumes up to 4.25 billion cubic feet in the first year increasing progres- 
sively to 14.5 billion cubic feet in the 13th and subsequent years. The contract extends for 20 years 
from January 1, 1958 and thereafter from year to year until terminated by either party on 12 
months’ notice. With the exception referred to below the Company is required to take or in any 
event pay for a minimum of 75% of the stated volume for each year. 


United Suburban is presently receiving natural gas from Niagara Gas Transmission Limited 
under a contract with it dated November 4, 1955. This contract will terminate on the commence- 
ment of deliveries of Western Canada gas to this area by Trans-Canada Pipe Lines Limited. The 
above-mentioned contract with Ontario Natural provides that so long as United Suburban is required 
to purchase gas from Niagara Gas, the amount of gas to be taken by the Company from Ontario 
Natural may be reduced by the amount delivered by Niagara Gas to United Suburban. 


Government Regulations and Gas Rates—The Ontario Fuel Board is authorized by The Ontario Fuel 

Board Act, 1954 to control and regulate production, storage, 
transmission, distribution, sale, disposal, supply and use of natural gas in Ontario and make orders 
in respect thereof. As provided in the Act, the Board may make orders fixing the rates, meter 
rentals and other charges to be paid by ultimate consumers of natural gas. 


Purpose of Issue 


The net proceeds from the sale of the bonds of this issue will be used: (i) as to approximately 
$939,109 (including accrued interest) in retirement of all of the Company’s presently outstanding 
414% First Mortgage Serial Bonds, Series ‘‘A’’; (ii) as to approximately $2,075,000 in repayment of 
bank loans (which amounted at January 31, 1958 to $1,781,848) ; (iii) as to approximately $1,050,000 
in payment of indebtedness to an affiliated company, Hamilton By Product Coke Ovens Limited 
(which amounted at January 31, 1958 to $705,297) and (iv) as to the balance, for general corporate 
purposes. 


Capitalization 
(upon completion of this financing) 
Authorized Issued 
FUNDED DEBT: 
544% First Mortgage Sinking Fund Bonds, due October 1, 1977................... $6,500,000* $6,500,000 
CaPITAL STOCK: 
CommonyShares, parwvalue $100)per shares em. oa. dee ace seeds es = se cides se 5,000,000 4,000,000 


*Additional bonds may be issued in accordance with the provisions of the Trust Deed referred to below. 


Security 


The bonds of this issue will be direct obligations of the Company issued under and secured by a 
Deed of Trust and Mortgage (herein referred to as ‘‘the Trust Deed’’) to be executed by the Company 
in favour of The Canada Permanent Trust Company as Trustee, and will be also secured by the 
guarantee of United Suburban under an Indenture of Guarantee to be executed by it in favour of the 
Trustee. The Trust Deed and Indenture of Guarantee, both to be dated as of April 1, 1958, will 
constitute in the opinion of counsel: 


(1) first fixed and specific mortgages, pledges and charges, subject to permitted encumbrances, on: 


(i) all real and immovable property and plant, machinery, equipment and apparatus of 
a fixed or permanent nature of the Company and United Suburban now owned or 
hereafter acquired; 


(ii) the gas purchase contracts between the Company and Ontario Natural Gas Storage 
and Pipelines Limited and between United Suburban and Niagara Gas Transmission 
Limited referred to under the heading ‘‘Natural Gas Supply”’ of this prospectus; 


(iii) all the outstanding shares in the capital stock of United Suburban; and 
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(2) first floating charges under the laws of Ontario upon the undertaking and all other property 
and assets, present and future, of the Company and of United Suburban; 


subject, as regards the specific charges, to appropriate provisions with respect to the dealing with, 
retention, use, disposition and release from such specific charges of property subject thereto, and as 
regards the floating charges, to customary provisions permitting dealing with the undertaking, 
property and assets of the Company and of United Suburban in the ordinary course of business and 
for the purpose of carrying on the same. 


Issue of Additional Bonds 


The Trust Deed will provide that the Company may create and issue additional bonds to the 
extent of 60% of available property additions (to be defined) acquired or constructed by the Company 
or a Pledged Subsidiary after January 31, 1958 or which are owned by a corporation which hereafter 
becomes a Pledged Subsidiary at the date it becomes a Subsidiary; provided that the first $2,900,000 
of such acquired or constructed property shall not be available for inclusion in available property 
additions as the basis for the issue of additional bonds; and provided further that, in the case of 
additional bonds issued after April 1, 1960, Earnings Available for Bond Interest for any 12 consecu- 
tive months out of the 18 consecutive calendar months next preceding the issue of such additional 
bonds shall have been equal, if issued on or before April 1, 1962, to at least 2 times, and if issued 
thereafter, to at least 214 times, the aggregate annual interest requirements of all bonds to be out- 
standing under the Trust Deed after the issue of such additional bonds. 


Certain Covenants 


The Company will covenant in the Trust Deed, among other things, substantially to the effect 
that so long as any of the bonds of this issue are outstanding: 


(a) it will not create or issue any additional series of bonds of which the mandatory retirement 
provisions (by maturities, serial or otherwise and/or by sinking fund) would, in any twelve 
month period while bonds of this issue are outstanding, retire a greater percentage of such 
additional bonds than the percentage of the principal amount of bonds of this issue which 
the Company is required to retire through the sinking fund in the same period, unless the 
principal amount of bonds of this issue required to be retired in each such twelve months 
period is increased proportionately; provided that the provisions of this clause shall not 
apply to any additional bonds up to an amount equal to 25% of the total principal amount 
of all first mortgage bonds of the Company to be outstanding after the issue of such addi- 
tional bonds; 


(b) it will not make any distribution (to be defined) to its shareholders unless after giving 
effect thereto undistributed net earnings (to be defined) will amount to at least $600,000 
subject to an appropriate provision to permit the Company to pay dividends on and meet 
sinking fund requirements in respect of preference shares. 


Definitions 
The Trust Deed will contain definitions (among others) substantially as follows: 


‘Subsidiary’? means a corporation of which more than 50% of the outstanding voting shares 
(or more than such other percentage as is necessary to afford the holders thereof a majority of the 
votes carried by such voting shares) is at the time owned by or held for the Company. 


ae ““Pledged Subsidiary’? means United Suburban Gas Company, Limited and any other Sub- 
sidiary designated as such by resolution of the directors, all of whose shares, bonds and other securi- 
ties owned by the Company form part of the specifically mortgaged premises. 


‘Net Earnings” for any specified period means the income for such period from all sources of 
the Company (or, as the case may be, of the Company and Pledged Subsidiaries on a consolidated 
basis) computed in accordance with generally accepted accounting practice after charging or making 
provision acceptable to the Company’s auditors for (i) interest (excluding interest properly charge- 
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able to capital account) on interest-bearing indebtedness, (ii) amortization of discount and expense 
in respect of Funded Obligations, (iii) taxes paid or payable on income or profits for the specified 
period, (iv) depreciation on depreciable properties, plant and equipment, and (v) all other expenses 
of operation and administration. 


“Earnings Available for Bond Interest’”’ for any specified period of twelve months means the 
Net Earnings for such period of the Company (or, if at the date of the Earnings Report the Company 
has one or more Pledged Subsidiaries, of the Company and such Pledged Subsidiaries on a consoli- 
dated basis) after adding back all amounts deducted in the computation of Net Earnings for interest 
on and amortization of discount and expense in respect of the Bonds, and for taxes on income or 
profits; but excluding from the computation any gains or losses on the sale, disposal or revaluation 
of capital assets or investments if the net gain or loss exceeds $25,000. If the Company or any 
Pledged Subsidiary shall have acquired, within or after the period for which Earnings Available 
for Bond Interest is being determined, or will acquire in connection with the issuance of additional 
Bonds in respect of which the computation is being made, an Acquired System then, in computing 
Earnings Available for Bond Interest, the Net Earnings of such Acquired System for the whole of 
such period may be included as if such Acquired System had been owned by the Company or such 
Pledged Subsidiary during the whole of such period. If the Company will acquire, contemporan- 
eously with the issuance of additional Bonds in respect of which the computation is being made, 
shares of a corporation which will contemporaneously with the issue of such additional Bonds become 
a Pledged Subsidiary, such corporation shall be treated as though it were a Pledged Subsidiary at 
the date of the Earnings Report for the purposes of this subsection. 


‘‘Acquired System’”’ means property purchased or acquired as an operating unit by the Company 
or a Pledged Subsidiary which within six months prior to the date of purchase or acquisition thereof 
by the Company or such Pledged Subsidiary has been used or operated by a person other than the 
Company or a Pledged Subsidiary in a business similar to that in which it has been or is to be used 
or operated by the Company or such Pledged Subsidiary. 


Maximum Annual Interest Requirements 


Maximum annual interest requirements on the $6,500,000 principal amount of First Mortgage 
Sinking Fund Bonds to be outstanding upon completion of this financing will amount to $341,250. 


Condensed Estimate of Consolidated Profit and Loss Account 
1959-1962 
The following statement of estimated consolidated net profit (after income taxes) of the Company 
and of United Suburban has been prepared by officers and engineering staff of the Company (who 


have many years experience in preparing estimates of this nature) on the basis of estimated gross 
revenue from anticipated sales and estimates of operating and other costs. 


Fiscal years ending March 31 
(000 omitted) 


1959 1960 1961 1962 

(Er ocsmevetinenromusasisalest sao niarenice sneer eee tae a. $4,647 $5,820 $6,998 $8,303 
Wiihetarn come peepee rst eink cisick etek oa kcdlee etd tns 147 183 210 198 
Bote CODAG tree ete «ba ae er CN Eas RES ue. cercyane Megeke oy ok $4,794 $6,003 $7,208 $8,501 
Cost of sales, operating and maintenance expenses............... 3,834 4,535 5,314 6,179 
Gross profit before undernoted charges...................00-0-- $ 960 $1,468 $1,894 $2,322 
Depreciation and amortization of natural gas changeover costs.... 377 446 476 506 
Profit before interest charges and income taxes.................. $ 583 $1,022 $1,418 $1,816 
Blcterestrand other funded debticostSis9.4460240. 02 )sesanee eens 301 524 524 630 
inom DerOne income taxes. men yaa Aine aaa ase mie eens $ 282 $ 498 $ 894 $1,186 
ELOVISIOMMORUNCOME tAXeS acu ee te lack a feu sete ai citin. beers ls 163 267 455 596 
Nem proiitratteruncomertaxesse iy elace een biel oes $ 119 $ 231 $ 439 $ 590 


*Excluding interest capitalized as cost of construction and assuming issue of additional funded debt in 1960 and 1962 
to finance expansion program. 
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United Gas Limited 
(formerly United Gas and Fuel Company of Hamilton Limited) | 


Statement of Earnings 
For the ten years and ten months ended January 31, 1958 


Earnings before Earnings | 
depreciation, before interest Interest expense 
Year ended interest expense expense and and premium on Net 
March 31 and income taxes Depreciation income taxes bond redemptions Income taxes earnings 
(Notes 1 and 2) (Note 2) (Note 2) (Note 3) (Note rrp (Notes 2 and 4) | 
POA R a aetna Mae center e terete: $121,498 $ 83,795 $ 37,703 $ 80,146 $(22,350) $(20,093) | 
1 GAG Meee enon eee em ede ror tna lauastetras 527,895 88,770 439,125 78,331 142,465 218,329 
TOO ck dhe oe eon ee omen hea DT ee 684,778 110,503 574,275 75,963 189,511 308,801 
AO oe Se A aaa entra ha go Ope 683,064 153,004 530,060 73,525 216,146 240,389 
AMOS sae A Pech eg BO meee Oe 543,778 140,852 402,926 72,960 173,908 156,058 
OGY one bed gh oe ted fy tee OR eee SN Ooo 704,236 134,799 569,437 62,174 239,031 268,232 
RAR ete eee ro tae rhage ceed een ee tacit 925,224 128,227 796,997 43,641 347,576 405,780 
MOIMGRS We, SRE Biy-o peo Groton’ ootorsee race 823,804 123,573 700,231 43,641 296,521 360,069 
UES bande Rhea oromborne cee Tot lie 122,324 634,849 43,641 269,598 321,610 
ROSH Ase Boneh Sepa a oromoearna rn ake Oot 637,849 156,944 480,905 43,480 213,000 224,425 
Ten months ended 
January 31, 1958.............-- 390,376 155,676 234,700 64,166 87,500 83,034 


United Gas Limited 
(formerly United Gas and Fuel Company of Hamilton Limited) 


United Suburban Gas Company, Limited 
(and its predecessor Companies) 
Statement of Combined Earnings 
For the ten years and ten months ended January 31, 1958 


Earnings before Earnings 
depreciation, before interest Interest expense 
Year ended interest expense expense and and premium on Net 
March 31 and income taxes Depreciation income taxes bond redemptions Income taxes earnings 
(Note 2) (Note 2) (Note 2) (Note 3) (Note 4) (Notes 2 and 4) 
1 OAS ee teeta Waetoaicce escent raed ar gear $173,117 $ 98,578 $ 74,539 $ 80,146 $ (7,538) $ 1,931 
LOAG\ Ae, perce ttar eevee care recter: 587,154 104,600 482,554 78,331 158,860 245,363 
POO are eee tyes hice weap rtearache 786,583 137,724 648,859 75,963 217,162 355,734 
Ta Ree oe ee Maisie tye OR ac badly ms eSacee 791,333 193,603 597,730 73,525 248,293 275,912 
TRO RE os eer o sa epee Cp) stan ne aaeees 620,368 179,083 441,285 72,960 196,402 171,923 
ROS WR ree Bo fo. alee eer Re ast eee oe nec 781,923 170,552 611,371 62,174 257,901 291,296 
FTO Ey Aa Oe pte ire orem tte eaten orc 991,608 162,022 829,586 43,641 362,362 423,583 
OG peer ore ar tenet ye ace esc 919,744 156,909 762,835 43,641 324,896 394,298 
LOB G See Penasae es cietae wcgc mata cumuncnt 854,923 174,767 680,156 43,641 291,302 345,213 
DES La Pe Wedcns tt atrucraas.cramennarc ae bom) tare C 789,700 220,755 568,945 43,480 255,000 270,465 
Ten months ended 
jJesomenay Gil, WES) noeococoarnate 467,789 220,731 247,058 64,166 93,500 89,392 


The notes and report of the Company’s auditors appearing on page 9 of this prospectus should be read as integral 
parts of the above statements. 
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Notes to Statement of Earnings 
and 
Statement of Combined Earnings 


(1) Earnings from operations of United Gas Limited in the ten months ended January 31, 1958 include $38,011 of interest 
earned on funds advanced to United Suburban Gas Company, Limited. This revenue and the corresponding expense 
are eliminated in the combined statement of earnings. 


(2) As of April 1, 1956, the companies, in accordance with present public utility accounting practice, changed their basis of 
accounting for additions to properties to include therein applicable overhead costs. At the same time, the basis of 
providing for depreciation was changed from the reducing balance method at maximum rates permitted for tax purposes 
to the straight-line method at rates approved by the consulting engineers. If the earnings of prior years had been 
adjusted to reflect the accounting practices adopted in the 1957 fiscal year, (a) the net earnings of United Gas Limited 
would not have been affected materially and (b) the net earnings of the combined companies for the year ended 
March 31, 1956 would have been increased by approximately $65,000, and net earnings for the years 1948 to 1955 in- 
clusive would have been affected by substantially lesser amounts. 


(3) In addition to interest deducted from earnings, the companies incurred interest charges of $25,787 in the period ended 
January 31, 1958 which have been capitalized as cost of construction. 


(4) While the companies may for tax purposes deduct expenditures on conversion of facilities for utilization of natural gas in 
the year such expenditures are incurred, these costs are being amortized in the accounts over a ten-year period. They 
may also for tax purposes deduct capital cost allowances in excess of the depreciation recorded in the accounts. _ In the 
fiscal periods affected, 1956, 1957 and 1958, the provision for taxes on income has been computed without reflecting the 
resulting tax reductions which in the aggregate amounted to $186,700 as follows: 


United Suburban Gas 


United Gas Limited Company, Limited Combined 

LOS Geen tare ia ilese apa apes ese $24,142 $ 24,142 
19 55 are eee Ne ros, Sis oat oars se’ s, Smuer eats 41,558 41,558 
HO BSa censmomths) seein aero $115,000 6,000 121,000 
$115,000 $71,700 $186,700 


These amounts will be restored to income in those future years when the relative amounts recorded in the accounts will 
be greater than the amounts which may be claimed for tax purposes and are included in the respective balance sheets 
at January 31, 1958 in the item ‘‘Accumulated tax reductions applicable to future years”. 


Auditors’ Report 
To the Directors of 
United Gas Limited: 


We have examined the statements of earnings of United Gas Limited and of the combined earnings of United Gas 
Limited and United Suburban Gas Company, Limited and its predecessor companies for the ten years and ten months 
ended January 31, 1958. Our examination included a general review of the accounting procedures and such tests of account- 
ing records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying statements, when read with the notes thereto, present fairly the earnings of the 
companies for the ten years and ten months ended January 31, 1958. 


Hamilton, Canada, (Signed) CLARKSON, GORDON & Co. 
March 21, 1958. Chartered Accountants. 


United Gas Limited 
and its wholly-owned subsidiary 
United Suburban Gas Company, Limited | 
Pro forma Consolidated Balance Sheet as at January 31, 1958 
(after giving effect to the changes set out in Note 1 below) 


Assets | 
PROPERTY: ea F : 
Distribution systems, transmission lines, land, buildings, franchises, rights, etc.—at cost. $10,463,885 
ess accumulated depreciation. qa... esc: ety tegatana epee 3,068,218 $ 7,395,667 
CURRENT: 
(Cais base ee om septa cathe tetas g ostaorwiee aris lore ols a NEHER or dee er ee $ 3,001,469 | 
Accounts receivable less allowance for doubtful accounts...........-....-+...0505. 605,629 
Inventories of merchandise and stores valued at the lower of cost or market......... 361,544 
Ineomertaxes recoverable cuncetas «pe cusee.c tpi Gauslele. a:detuptpetsueiark tee tee aren eee eae 105,972 4,074,614 | 
DEFERRED AND OTHER ASSETS: 
Prepaid expenses and deferred charges................---- ice. Ft eres nese rc SS > 14,775 
Discount and expenses on issue of funded debt—to be amortized in future years..... 186,250 
Natural gas conversion costs—balance to be amortized in future years.............. 311,253 512,278 
$11,982,559 
SHAREHOLDERS’ EQuity: Liabilities 
Capital— 
Authorized—50,000 shares of $100 each 
Issued == 40 000 Shares sia ft, sssceso eer sae Pee em $ 4,000,000 
Barnedéstrplussc mica sancce hon it cies eee ste eke el eee er oe eee 812,730 $ 4,812,730 
FUNDED DEBT: 
514% First Mortgage Sinking Fund Bonds, due October 1, 1977..................- 6,500,000 
DEFERRED: 
Accumulated tax reductions applicable to future yearsuese ee i eee 186,700 
CURRENT: 
Accounts payable and accrued charges a wares ese ciety ete erie tear ee eee ee $ 480,321 
Estimated taxes: payables. 0a o: ee sore neers ener erer et cete 2,808 483,129 
Approved on behalf of the Board $11,982,559 
(Signed) R.L. O'BRIAN Director nn 
(Signed) JosErH M. Picott Director 
Notes: 


(1) The above pro forma consolidated balance sheet reflects the following: 
(a) The issue of supplementary letters patent dated March 10, 1958, changing the company’s name from United Gas 
and Fuel Company of Hamilton Limited to United Gas Limited, and increasing its authorized capital stock to 
50,000 shares of $100 each. 
(b) Payment of a dividend of $380,000 by United Suburban Gas Company, Limited to United Fuel Investments, 
Limited. 
(c) The issue and sale to Messrs. A. E. Ames & Co. Limited of $6,500,000 544% First Mortgage Sinking Fund Bonds to 
be dated April 1, 1958 and to mature October 1, 1977, for $6,353,750. 
(d) The retirement of $925,000 First Mortgage Bonds due December 1, 1958 and 1959, at par. 
(e) The repayment of existing bank loans and of various debts owing to or by affiliated companies. 
(f) The issue of 20,000 shares of capital stock for $2,000,000. 
(g) The acquisition of all of the outstanding shares of United Suburban Gas Company, Limited for $731,600. 
(h) Payment of the expenses estimated at $40,000 of the issue of the 514% First Mortgage Sinking Fund Bonds. 
(2) At January 31, 1958 further expenditures of $600,000 had been authorized for the conversion of facilities for the distri- 
bution of natural gas. Since that date the companies have authorized further expenditures for expansion of gas dis- 
tribution and other facilities estimated to cost approximately $3,000,000. 


To the Directors of Auditors’ Report 
United Gas Limited: 


We have examined the pro forma consolidated balance sheet of United Gas Limited and its wholly-owned subsidiary 
United Suburban Gas Company, Limited as at January 31, 1958. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered necessary in 
the circumstances. 

In our opinion the accompanying pro forma consolidated balance sheet, when read with the notes thereto, presents 
fairly the financial position of the company and its wholly-owned subsidiary as at January 31, 1958 after giving effect as of 
that date to the changes set forth in Note 1. 


Hamilton, Canada, (Signed) CLARKSON, GORDON & Co. 
March 21, 1958. Chartered Accountants. 
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United Gas Limited 
(Incorporated under the laws of Ontario) 


(Name changed from United Gas and Fuel Company of Hamilton Limited on March 10, 1958) 


Balance Sheet as at January 31, 1958 


PROPERTY: Assets 
Distribution system, transmission lines, land, buildings, franchises, rights, etc.—at cost.. 
Wessmccumulated depreciation ssa aera eee een oer ree ener achat eset as gers 


CURRENT: 
(CHIEISS 5, 6 crab cute isd oto Sea Rea OTR ona Le ELE crete Ge ed ceo aces 2) calic ie Ce ear ta ae Reena DS 
Accounts receivable, less allowance for doubtful accounts..................--..-45- 
Ncw anGesmcOrai lateds companies amine: enim es Crean naarieiet rumcts ee) sre tnay an ee ee eel aj = 
Inventories of merchandise and stores valued at the lower of cost or market......... 
HeCOMetaxes ca eCOVera ble: a: <n shade Aade Gentes oe anaes clones aie ee tains eeasiats v tes Ps 


DEFERRED AND OTHER ASSETS: 
repaid expenses and deterredichargesi. 5. a terete ete ee ologs r e = 
Discount and expenses on issue of funded debt—balance to be amortized in future years. 
Bndston @eposit with trustee-tor bondholdersnsn mans den ses ied: 
Natural gas conversion costs—balance to be amortized in future years.............. 


SHAREHOLDERS’ EQUITY: Liabilities 
Capital (Note 1)— 
Authorized-and issued 20;000/shares of $100%each. .- 2 sen ae aes ai es us 


ratemCCRSUIE DUS amet, ten eae eens Meame tn tt. AIL caine emer toe resettle eam e utak Sterns ars = 


FunbED Dest (Note 1): 
First Mortgage Bonds—authorized $2,950,000 whereof originally issued $1,950,000 serial 
bonds Series ‘‘A”’ 
Outstanding—_414% due December 1, 1958 and 1959....................25-.----- 


DEFERRED: : 
Accumulated tax reductions applicable to future yeatsa. 2 42. ace ose ss 


CURRENT: 
[Beagailke TBs 5 4 cena’ See OR ea ire Sia i i Oe Sees A Se Anat a here eae ae 
Necounts payable and accrued charges yan qe 2oe ae eases acm sitters ea) 2) = 
NG GENECUTTIELES THO LIND ONS: deme ie A sick sca.) au eg oes be eae ret desea suc ene erm yvioien Gases 
INcepteunessmtora iiliated companys) ait mete ae Sic) veneered reenede eee walle alee a= 


Approved on behalf of the Board: 


(Signed) R.L. O'BRIAN Director 
(Signed) JosEPH M. Picotr Director 


NOTES: 
(1) Since January 31, 1958 the company has: 


$ 6,884,738 
2,795,405 


$ 2,300 
392,845 
1,504,153 
361,545 
86,939 


$ ©=- 8, 061 
7,937 

893 
209,450 


$2,000,000 
820,666 


$1,781,843 
309,598 
6,552 
705,297 


$ 4,089,333 


$2,347,782 


$ 226,841 
$6,663,956 


$2,820,666 


$ 925,000 


$ 115,000 


$2,803,290 
$6,663,956 


(a) obtained supplementary letters patent changing its name from United Gas and Fuel Company of Hamilton Limited 
to United Gas Limited and increasing its authorized capital stock to 50,000 shares of $100 each; 

(b) agreed to issue to United Fuel Investments, Limited a further 20,000 shares for $2,000,000; 

(c) agreed to acquire from United Fuel Investments, Limited all of the outstanding capital stock of United Suburban 


Gas Company, Limited for $731,600; 


(d) agreed to subscribe to a further 12,684 shares of United Suburban Gas Company, Limited for $1,268,400; 
(e) agreed to purchase at par for cancellation the $925,000 outstanding First Mortgage Bonds due December 1, 1958 


and 1959; 


(f) contracted to issue and sell to Messrs. A. E. Ames & Co, Limited $6,500,000 514% First Mortgage Sinking Fund 


Bonds to be dated April 1, 1958 and to mature October 1, 1977 for $6,353,750. 


(2) At January 31, 1958 further expenditures of $600,000 had been authorized for the conversion of facilities for the distri- 


bution of natural gas. 
tribution and other facilities estimated to cost approximately $1,750,000. 


* ’ 
To the Directors of Auditors’ Report 


United Gas Limited: 


Since that date the company has authorized further expenditures for expansion of gas dis- 


We have examined the balance sheet of United Gas Limited as at January 31, 1958. Our examination included a 
general review of the accounting procedures and such tests of accounting records and other supporting evidence as we 


considered necessary in the circumstances. 


In our opinion the accompanying balance sheet, when read with the notes thereto, presents fairly the financial position 


of the company as at January 31, 1958. 


Hamilton, Canada, (Signed) 


March 21, 1958. 
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CLARKSON, GORDON & Co. 
Chartered Accountants. 


Statutory Information 


(a) Unrrep Gas Limirep (hereinafter called the ““Company’’) has its head office at 82 King Street 
East, Hamilton, Ontario. 


(b) The Company was incorporated under the laws of the Province of Ontario by letters patent 
dated November 18, 1903 under the name of The Ontario Pipe Line Company, Limited, which name 
was changed by Order-in-Council dated November 27, 1913 to United Gas and Fuel Company of 
Hamilton Limited and by supplementary letters patent dated March 10, 1958 to United Gas Limited. 
There were also issued to the Company supplementary letters patent dated April 13, 1904, October 9, 
1914, March 2, 1922 and March 17, 1932. 


(c) The business actually transacted by the Company is the distribution to residential, commercial 
and industrial customers of gas purchased from others; the Company is at present in the process of 
converting from manufactured to natural gas. 


(d) The names, present occupations and home addresses of the directors and officers of the Company 
are as follows: 


Directors 
Ryere.Aasiay ILfoyeasy (0) IIR pone eo odo Investment Banker....... 256 North Street, 
Buffalo, New York, U.S.A. 
FREDERICK ROLAND PALIN, C.A...... Executives eae see 236 Elizabeth Drive, 
Chatham, Ontario. 
JosepH MicHAEL Picott...........Executive.....-+ssss+ee: 358 Bay Street South, 
Hamilton, Ontario. 
DAVID PEARSON ROGERS... asus nos LORCCUCIV Erne an entree 155 Dunvegan Road, 
Toronto, Ontario. 
[Ron ILAINTE) WWANRIRIDIS co ao Go cc oon o06 Investment Dealer....... 1 Benvenuto Place, 
Toronto, Ontario. 
LRHOMASUVVELR Ln Ge\ ene enc ener EXecuti Veer iene ener River Road, Raleigh Township, 
R.R. 5, Chatham, Ontario. 
Officers 
DaAvip PEARSON ROGERS...........- Preside tutanaeeters a eben 155 Dunvegan Road, 
Toronto, Ontario. 
ROLANDEEORD OVD RIA Nae renner Wice-Presidentnmrrertnea: 256 North Street, 
Buffalo, New York, U.S.A. 
THOMAS PATES PINCKARD 1.2. ou... += General Manager......... 280 Bay Street South, 
Hamilton, Ontario. 
FREDERICK ROLAND PALIN, C.A...... Comptroller, Secretary 
ANC wlureaslie aie eee 236 Elizabeth Drive, 


Chatham, Ontario. 


(e) The auditors of the Company are Messrs. Clarkson, Gordon & Co., Chartered Accountants, 36 
James Street South, Hamilton, Ontario. 


(f) The registers and transfer books in respect of the bonds offered hereby will be maintained at the 
offices of The Canada Permanent Trust Company in the cities of Toronto, Montreal and Winnipeg. 
The Company’s shares are transferable at its head office. 


(g) The authorized share capital of the Company consists of 50,000 shares with a par value of $100 
each of which 20,000 shares have been issued and fully paid up and are outstanding. United Fuel 
Investments, Limited, the owner of all the outstanding shares, has subscribed at par for 20,000 
additional shares and the Company has allotted the same to be issued against payment in full con- 
temporaneously with the issue of the bonds hereby offered. 
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(i) The Company proposes to issue $6,500,000 principal amount of 544% First Mortgage Sinking 
Fund Bonds, due October 1, 1977, which are the securities offered by this prospectus. 


The said bonds are to be issued under the provisions of a Deed of Trust and Mortgage to be 
dated as of April 1, 1958 between the Company and The Canada Permanent Trust Company as 
Trustee. Reference is made to the face of this prospectus and to pages 5 to 7 inclusive hereof 
for further particulars of the said bonds and for certain provisions to be contained in the Deed of 
Trust and Mortgage. 


The Company has outstanding at the date of this prospectus $925,000 principal amount of 
414% First Mortgage Serial Bonds, Series ‘‘A’’, maturing as to $100,000 on December 1, 1958 and 
as to the balance on December 1, 1959, all of which are to be retired out of the proceeds of the bonds 
hereby offered. 


(j) No substantial indebtedness has been created or assumed or is to be created or assumed which 
is not shown by the balance sheet or pro forma consolidated balance sheet as at January 31, 1958 
included in this prospectus, except that since the date of the said balance sheets bank indebtedness 
has been increased to approximately $2,075,000 and the indebtedness to an affiliated company has 
been increased to approximately $1,050,000. 


(1) The securities offered by this prospectus are $6,500,000 principal amount of 514% First Mortgage 
Sinking Fund Bonds, due October 1, 1977. The issue price by the Company is stated in paragraph 
(p) hereof and the issue price to the public is stated on the face of this prospectus. 


(m) The net proceeds to be derived by the Company from the sale of the bonds offered hereby are 
$6,353,750; expenses of issue estimated at $40,000 are to be paid out of the general funds of the 
Company. 


(n) The said net proceeds from the sale of the bonds of this issue will be used: (i) as to approximately 
$939,109 (including accrued interest) in retirement of all of the Company’s presently outstanding 
414% First Mortgage Serial Bonds, Series ‘‘A’’; (ii) as to approximately $2,075,000 in repayment of 
bank loans (which amounted at January 31, 1958 to $1,781,843) ; (iii) as to approximately $1,050,000 
in payment of indebtedness to an affiliated company, Hamilton By Product Coke Ovens, Limited 
(which amounted at January 31, 1958 to $705,297) and (iv) as to the balance, for general corporate 
purposes. 


(p) By agreement dated March 14, 1958 the Company agreed to sell and A. E. Ames & Co. Limited 
agreed to purchase, subject to the terms and conditions therein contained, the $6,500,000 principal 
amount of bonds offered hereby at the price of $97.75 per $100 principal amount plus accrued interest 
from April 1, 1958 to the date of delivery. 


(q) The by-laws of the Company contain the following provisions as to the remuneration of directors: 
“The remuneration to be paid the Directors shall be such as the Board shall from time to time 
determine, and such remuneration shall be in addition to the salary of any officer of the Company 
who is also a member of the Board of Directors. The Directors may by resolution award special 
remuneration out of the funds of the Company to any Director undertaking any special work or 
mission on the Company’s behalf other than the routine work ordinarily required of a Director of 
the Company, and the confirmation of any such resolution or resolutions by the shareholders at a 
general meeting shall not be required as a condition precedent to the validity thereof or of any 
payment or payments made thereunder.” 


(r) The aggregate remuneration paid or payable by the Company to its directors as such was 
$10,700 during its financial year ended March 31, 1957 and is estimated at $11,900 for its current 
financial year. No officer of the Company has received or will be entitled to receive remuneration 


in excess of $10,000 per annum during its financial year ended March 31, 1957 or its current 
financial year. 


(u) As stated in paragraph (g), United Fuel Investments, Limited has subscribed at par for 20,000 
additional shares of the par value of $100 each in the capital stock of the Company. By agreement 
dated March 14, 1958 the Company has agreed with United Fuel Investments, Limited and United 
Suburban Gas Company, Limited to apply the subscription price of the said additional shares 
amounting to $2,000,000 in the purchase at par of 20,000 shares of the par value of $100 each in the 
capital stock of United Suburban Gas Company, Limited of which 7,316 are outstanding shares now 
owned by United Fuel Investments, Limited and the remaining 12,684 shares are unissued shares. 
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(v) The address of United Fuel Investments, Limited and of United Suburban Gas Company, 
Limited is 82 King Street East, Hamilton, Ontario. 


(x) Reference is made to pages 5 and 6 of this prospectus for particulars of the security which will be 
created for the bonds hereby offered. 


(za) During the two years preceding the date of this prospectus the Company has entered into the 
agreement with A. E. Ames & Co. Limited referred to in paragraph (p) and the agreement with 
United Suburban Gas Company, Limited and United Fuel Investments, Limited referred to in 
paragraph (u) hereof in addition to contracts in the ordinary course of business. 


Copies of the said two agreements, the gas purchase contracts referred to on page 5 of this 
prospectus and, when executed, the Deed of Trust and Mortgage and the Indenture of Guarantee 
by which the bonds will be secured, may be inspected at the head office of the Company, 82 King 
Street East, Hamilton, Ontario, during ordinary business hours in the period of primary distribution 
to the public of the bonds hereby offered. 


The foregoing declarations constitute full, true and plain disclosure of all material facts in 
respect of the offering of securities referred to above as required by Section 39 of The Securities 
Act (Ontario), by Section 39 of The Securities Act, 1954 (Saskatchewan), by Section 13 of the 
Security Frauds Prevention Act (New Brunswick), by Part IX of The Securities Act, 1955 (Alberta), 
and under the Quebec Securities Act, and there is no further material information applicable other 
than in the financial statements or reports where required or exigible. F 


DATED this 24th day of March, 1958. 


Directors 
(Signed) R. L. O’BRIAN (Seed : D. P. RoGERS 
. L. WARREN 
(Signed) F. PALIN by their agent, T. WEIR 
(Signed) JosEPH M. PIGOTT (Signed) T. WEIR 
Underwriters 


To the best of our knowledge, information and belief, the foregoing declarations constitute full, 
true and plain disclosure of all material facts in respect of the offering of securities referred to above 
as required by Section 39 of The Securities Act (Ontario), by Section 39 of The Securities Act, 1954 
(Saskatchewan), by Section 13 of the Security Frauds Prevention Act (New Brunswick), by Part IX 
of The Securities Act, 1955 (Alberta), and under the Quebec Securities Act, and there is no further 
material information applicable other than in the financial statements or reports where required or 
exigible. In respect of matters which are not within our knowledge we have relied upon the accuracy 
and adequacy of the foregoing. 


A. E. AMEs & Co. LIMITED 
by: Joun B. Ripley 
The following are the names of all persons having an interest directly or indirectly to the extent 


of not less than five per centum in the capital of A. E. Ames & Co. Limited: R. L. Warren, F. D. 
Chapman, J. B. Ridley, H. D. Leeming, C. G. Fullerton, W. P. Spragge, W. Robson, R. B. West. 
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